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General: Management: 


Is Anybody Listening? 


Here are some salient abstracts from an article that is already causing considerable 
discussion. Significant controversial articles are presented in the REVIEW in line with 
our general policy of keeping readers currently informed of all points of view.—Ep. 


MERICA AT THE Mid-Century should 

be the golden age of understanding 
for business. Never before has the busi- 
nessman had so much paraphernalia with 
which to communicate to those about him, 
and never before has he spent so much 
time using it. And more and more, as 
he looks about him, he is coming to won- 
der...Is anybody really listening ? 

He gets up a report about his business 
and if it’s simple he is accused of talking 
down to people; if it isn’t he is accused 
of talking over their heads. He spends 
thousands to inform people that the com- 
pany’s profits are 7.2 per cent, only to dis- 
cover when his pollsters query them later 
that they think he made 50 per cent. 
Whatever the medium, the more he tries 
to communicate, the more he can conclude 
that management and the — it tries to 
reach are groups separated by the same 
language. 

Unhappily, one great block stands in 
the way of a solution to this problem. 
Sanctified by the name of communication, 
a great and persuasive fallacy has seized 
a large part of U.S. business. As long as 
businessmen cherish this fallacy, that long 
will they divert themselves from the real 
job to be done. 

And thus we come to the great cliché 
of 1950: Business has been outsold—or, 
as sometimes phrased, Free Enterprise 
needs a soapbox, too. We must sell Free 
Enterprise. 

And sell we have. There is no medium 
or gimmick of modern advertising and 
merchandising that has not been put to 
the task.This year the Free Enterprise cam- 
paign will probably account for at least 
$100,000,000 of industry's ad budget and 
an unknown but hefty share of its em- 


ployee relations expenditures. More to 
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the point, it is absorbing more and more 
of the energies of top management men. 

And it is not worth a damn. 

The Free Enterprise campaign, Fortune 
believes, is psychologically unsound, it is 
abstract, it is defensive, and it is nega- 
tive. Most important, in a great many of 
its aspects it represents a shocking lack of 
faith in the American people, and in some 
cases downright contempt. 


Let us listen for a moment as the fran- 
chise is explained. Here, in a few actual 
selections, is the chorus from the banquet 
tables: 

The challenge I am placing before you 
is to pioneer in reselling the virtues of our 
American way of life to our own American 
people. 

Sure, we know these things . 
man with the hammer and the 
the counter, they do not know t 
and we must tell them. 

We must...sell America to the millions. 

We must sell America to Americans. 
Here is fallacy exposing itself. Now 

just who is to do this? America is the 
one thing everybody is an expert on. The 
reader, for example, is the greatest expert 
in all the world on the America of his 
experience. Nobody knows more about 
what democracy and free enterprise and 
freedom mean to him than he—and none 
of the prose poems ground out in Madi- 
son Avenue ad agencies are likely to 
change a recollection of it. 


Yet the sell-America copy rolls on. The 
old hitchin’ post: symbol of democracy 
....And he was a man who built fac- 
tories and a man who sold furs. : 
Yessir, old John Doe is — savvy guy 
. . . Main Street is Freedom Street. 


. . but the 
we behind 
ese things 


Not since the wartime ads of apple-pie 
infamy that so angered G.I.’s have we 
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been insulted with such noxious interpre- 
tations of the American Dream. And 
never before have we so debauched and 
exploited the symbols that bind us. 

There is a time for reaffirmation. All 
of the time is not it. 

Recently Fortune interviewed a sample 
of U. S. top management to find how its 
individual members saw the problem of 
communication. Their off-the-cuff com- 
ments were somewhat surprising. In start- 
ling contrast to the expressions of alarm 
voiced by many of the organizations that 
purport to speak for him, the average 
executive doesn't seem to believe that peo- 
ple are creeping to ruin. Of the 100 in- 
terviewed, less than 25 professed any en- 
thusiasm for the Free Enterprise campaign 
and with few exceptions they were not 
much more than lukewarm about it. 

They were worried over the problems 
of employee misunderstanding. But per- 
vading all their remarks was the refresh- 
ingly elemental theme that its solution 
will be determined by what management 
does. And by management they meant 
themselves. Rather than as a_ national 
group vs. group affair, they saw the prob- 
lem in terms of their own firms—or, to 
put it another way, they were more con- 
cerned over employees than they were 
over Labor. 

But why is misinformation so resistant 
to information? Why, even in informal 
communication, are our best-intentioned 
efforts so often misinterpreted? Part of 
the answer is the matter of context. Why 
is it being said? When? And who is 
saying it? The A & P ads on the anti- 
trust issue are a case in point. There are 
several superficial reasons for their im- 
pact—style, newsworthiness, and so on. 
But the most important reason, as the 
people who got them up concede, is the 
fact that most people like the A & P. 

This power of context—the importance 
of a congeniality between speaker and 
audience—is a point easily proved. Re- 
cently Fortune staged an informal experi- 
ment—and of a type the reader can easily 
try out on his associates. A cartoon chart 
of “The Four Goals of Labor’ was 
clipped from a C.I.O. newspaper and 
photostated. A new legend, however, was 
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attached at the bottom: “From June 3 
N.A.M. Newsletter.” Twenty C.I.O. 
members were then shown the ad and 
asked if they thought it was a fair pre- 
sentation of labor's goals. Four grudging- 
ly said it was and two couldn’t make up 
their minds. The remaining 14 damned 
it as ‘‘patronizing,”’ “paternalistic,” “load- 
ed,” etc. 

Only with trust can there be any real 
communication, and until that trust is 
achieved the techniques and gadgetry of 
communication are so much waste effort. 
Study after study has pointed to the same 
moral: Before employees will accept man- 
agement “facts,” they must first have 
over-all confidence in the motives and 
sincerity of management. 

The prime obstacle to the confidence 
the businessman must enjoy if he is to be 
believed is the prime obstacle of every 
form of communication. It is, simply, 
the fact of difference—the great gap is 
the gap in background, experience, and 
motivations between ourselves and those 
with whom we would communicate. 

Is the average top executive the same 
man as the average worker? Whatever 
his origins may have been, he lives in a 
different section of town, he belongs to 
different clubs, he has different friends, 
he pays different taxes, he has different 
loyalties—and he has different motiva- 
tions. He wants job satisfaction, too, of 
course, but much more than the worker 
he thinks in terms—or thinks he does— 
of economic incentives and competitive 
drives. Furthermore, by reason of his 
position, he is likely to feel a much 
higher sense of identification with the 
corporation and to be more concerned 
with long-range than short-range goals. 
He is, in short, a different man. 

But this acknowledgment, with its over- 
tones of inequality, goes down hard with 
the American businessman. Indeed, it 
might be -rgued that the very obeisance 
we pay the egalitarian tradition is one of 
the things that most militate against the 
achievement of it. The always-open door, 
the heavy geniality and first-name calling 
at the company party, the standing joke 
with the elevator boy—many an execu- 
tive sees in these outward symbols of 
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equality the key to good communication. 
And thus does he maintain a fiction that 
will prevent his ever understanding those 
whose liking he wants so very badly. 

Theoretically, management should be 
able to learn a few lessons from its sales- 
men in this connection. One of the first 
things they learn is the absolute necessity 
of finding out what's really on the minds 
of their customers. More than he talks, 
the good salesman listens. And like any- 
one else who listens, he induces a catharsis 
that is often quite as important as what 
is being listened to. 

By and large, the fine art of listening 
remains one of the most overlooked tools 
of management. One finds employee 
communication defined in company hand- 
books as meaning “‘to inform, to tell, to 
show, with too little emphasis on the 
opposite side of what is usually referred 
to as a ‘two-way street.” Here lies the 
fundamental error of the Free Enterprise 
campaign: It’s the other fellow who is 
supposed to do all the listening. 

Another problem that should not be 
overlooked is the common tendency to 
think in terms of stereotypes. Look at the 


ads—particularly the Free Enterprise ones. 


What are they in terms of? The terms 
are often those of Main Street: shady 
lawns, barbecue dinners in the back yard, 
the town firehouse, church suppers, and 
so on. Some of it, of course, is willful 
corn, and far too much of it is written in 
the excruciatingly homey prose that is so 
often confused with the American vulgate. 
By and large, however, the bulk of it 
represents a sincere effort to communicate 
with Americans in terms that are relevant 
to them. 

But do most Americans live on Main 
Street? The greatest single proportion 
live in the dirty, smelly city. But this is 
something we do not like to face, for the 
problems that urban life has wrought are 
among the most disagreeable we have to 
meet. Pulaski Boulevard Extension basic- 
ally may be as much of a Main Street as 
the stereotype of it. But, somehow, it is 
not so American. And so many an Amer- 
ican goes his way with his environment 
seldom reflected in the efforts of those 
who seek to communicate with him. 
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We have not been communicating with 
people so much as we have been talking 
at stereotypes. Most common, of course 
is the stereotype of the worker. He should 
be easy to persuade. Really a pretty de- 
cent sort, a lot of people can tell you, and 
if it weren't for those radicals and gang- 
sters he'd think just like you and me. 
There is not a field in which the standard- 
ization of error does not remain impervi- 
ous to experience. The Salesman, for ex- 
ample; first-hand knowledge reveals him 
to be a very elusive character indeed. Yet 
everyone knows the type that makes a 
good Salesman (extrovert, good mixer, 
optimist, etc.). Similarly, the Professor, 
the Bureaucrat, the Big Businessman. One 
hardly need belabor the point. There is 
no one that does not realize that though 
he sees others clearly, others persist in 
seeing him as a stereotype. 

The great enemy of communication, 
then, is the illusion of it. We have talked 
enough; but we have not listened. And 
by not listening we have failed to con- 
cede the immense complexity of our so- 
ciety—and thus the great gaps between 
ourselves and those with whom we seek 
understanding. Yet, though we cling to 
the notion of an ordered, simple world— 
with a nostalgia, frequently, for some- 
thing that never was—we go on compart- 
mentalizing ourselves even further. The 
stereotype, the jargon—these are the evi- 
dence. Furthermore, in this specialization 
we have come to regard technique as an 
end in itself. The symbols by which we 
communicate as often rule us as we rule 
them. 

Now let us examine the problem with- 
in the office and the factory, and through 
this, perhaps, we shall come at last to the 
one great binding principle from which 
all effective communication must stem. 

“If the man-hours spent by subordinates 
both on and off the job in preoccupa- 
tion about what the boss thinks were 
added up,” F. J. Roethlisberger has es- 
timated, “the total hours would be stag- 
gering—not to mention the results [it} 
has produced in nervous breakdowns and 
other forms of mental anguish.” Thus, 
in effect, we have something of a paradox, 
for while the structure of business leads 
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conceive of communication as a 
»wnward proposition, our real efforts are 
not directed downward but wpward. 

What did the old man’s frown mean? 
Just a hangover? Or was he sore about 
those reports? We spend so much time 
worrying about what is rea//y on the boss’s 
mind that we have little to for 
finding out what is on our subordinates’; 
they, as a consequence, must worry about 
us—and so on down the line. 

As a result we have the spectacle of 
frustration producing illusion. For if the 
subordinate has anything unpleasant to 
communicate, he is led to communicate 

if for nothing more than 
I And, obversely, whatever he 
has communicate upward, he tends to 
sweeten.* 

Thus, while we communicate upward, 
downward we explaiz. And in explaining 
we rationalize the status 
In this static concept t of communica- 
“the Book’ is anise questioned. If 
ething is wrong, it cannot be the struc- 
ture of the organization, or its goals, or its 
policies; it is simply that employees don’t 
understand them well enough. 

Thus have many grave questions lain 
festering. And more important, thus we 
have bypassed the most fundamental of 
all the problems technology has wrought: 
the worker’s immense—and unfulfilled— 
need for self-expression, for participation. 
Now participation, of course, is something 
everybody for, and in more instances 
than not, industrial “‘participation” pro- 
grams have been little more than well- 
meant fictions designed to give the worker 
a ‘‘feeling’’ of belonging and very little 
else. But where the basic principle has 
been followed, where management has 
wanted the participation of the worker, 
the results can almost be called exciting. 
Whatever the mechanics—Pitney-Bowes’ 
“industrial council,” the Scanlon plan 
(Fortune, January, 1950)—in every case 
there has flowed a strong and lubricating 
confidence. But let us note that, though 
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the principle is plain enough, there 1s 
nothing simple about its application. 

But the basic lesson, at least, is clear. 
For as we go deeper into the problem, 
may we not find that participation, how- 
indistinct on the surface, is at the 
bottom of all successful communication— 
whether the medium be advertising, pub- 
lic relations, salesmanship, or the business 
Spec h? 

And is not participation at the bottom 
»f businessmen’s great new preoccupation 
with communication? The businessman 
used to get satisfaction out of being the 
man on the hill, the patron of the arts, 
the payer of the church mortgage and 
did not everyone agree that it was right 
and proper that he be entrusted with the 
destiny of the country? Now, satirized in 
novels, politi ically a prophet 
without honor, he is strij pped of the for- 
mer dignities and of saat h of the old 
feeling of moral contribution. 

But he has begun to seek something 
very admirable—a renewed sense of par- 
ticipation for his employees. True to the 
old rationale of business, he explains 2 
in terms of self-interest—and indeed, 
increased productivity and such material 
factors, it is to his self-interest. But is it 
not t perhaps that what he really wants is a 
sense of participation for himself? 

This quest makes the omens good in- 
deed. Propaganda and communication are 
confused by far too many, but more and 
more businessmen are tackling the real 
problems. It is a confused picture before 
them. There is still very little we really 
know about good communication. There 
is little exchange of lessons between me- 
diums—advertising learns too little from 
selling, selling too little from industrial 
relations, and so on. Nor has there been 
enough exchange of lessons between com- 
panies; for many executives have been 
unaware that what they see as a problem 
peculiar to their situation is 
to businessmen 
rv 


ever 


countless 


giving ulcers 

everywhere. And for 
someone has advanced, 
someone else has advanced precisely the 
opposite with much vigor. For the 
businessman, in short, there is a hell of a 
job ahead. 
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Today’s Economic Challenge 


EDWIN G. NOURSE* 


MERICA TODAY stands at a crucial stage 
A in its own history and in the life of 
the world. With almost fabulous re- 
sources in our hands, we are confronted 
by a fateful responsibility to employ those 
resources so as to enrich life, preserve lib- 
erty, and accelerate the pursuit of — 
ness not only among our own people but, 
in reasonable measure, throughout the so- 
ciety of free nations. Many of these 
countries have been less favorably situated 
than we, and some of. them have made 
greater sacrifices in pioneering and in pre- 
serving human liberties than we have ever 
been called upon to make. 

Our industrial system may be likened 
to a giant machine or power plant, de- 
signed to produce as large as possible a 
flow of goods and services, and to dis- 
tribute this national product through a 
system of market prices and private in- 
comes, and through taxation and public 
expenditures which will most fully facili- 
tate and stimulate the continuation of the 
process. 

There are three general lines of attack 
upon the problem of achieving stabilized 
prosperity which are vigorously espoused 
by different factions of the public. At one 
extreme, we have the authoritarian pro- 
posal, ranging from mild planned econ- 
omy to the harshest kind of autarchy. At 
the other extreme, we have voluntarism, 
ranging from complete /azssez-faire to re- 
liance on the “impersonal forces of the 
market’’—operating, however, through in- 
stitutions of man’s devising. In between 
two border areas is the middle 
ground, where most of us live our intel- 
lectual lives. We believe in, and are seek- 
ing to develop, a free and democratic but 
scientific system of self-administration— 
through legally constituted groups, pri- 
vate and publ 

Even within this middle band between 


these 


IC, 


* Economist, Washington, D. C. 


} 


the authoritarian and the automatic organ- 
ization of economic life, there is differ- 
ence of opinion as to the machinery by 
which prosperity or sustained use of the 
nation’s resources might be brought about. 
One can be called the “aggregate” and 
the other the ‘‘constituent” approach. 

This latter approach, which I consider 
the true economic adjustment approach 
contrasted with that of monopoly power 
or special interest dominance, has many 
facets —- among them “administered 
prices,” “collective bargaining,’ and 
“scientific management.” 

Our national propensities, incentives, 
and capacities to vn and to consume 
are determined by the bargaining and 
“administered” processes of the goods and 
services market, the labor market, the 
money market, and the capitalized prop- 
erties market. This market process covers 
not merely the areas of private proprietor- 
ships, corporate business, and cooperative 
associations but also the area of govern- 
ment procurement, and federal, state, and 
local employment. While these bargaining 
and institutionally administered relations 
of the market are myriad and complex, 
they fall under some five broad categories 
identifying the several parties at interest. 
These parties? may be fisted roughly as: 
labor, capital, management, agriculture, 
and government. This is not a logically ac- 
curate classification, but we may use it for 
convenience because it corresponds to the 
realities of the alignments into which peo- 
ple as a whole fall in their efforts to run 
the economy so as to maximize individual 
incomes and promote national prosperity. 

While the two phases of this objective 
—maximum income for the individual 
and greatest total prosperity for the econ- 
omy—are here stated as though they were 
synonymous or at least internally consis- 
tent, we find that in practice the matter is 
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not so simple. In the short run, and in 
the narrow view, the individual, the par- 
ticular company, or the given interest 
group may derive temporary or apparent 
advantage from a course which works 
against the fundamental and long-run 
prosperity of the economy as a whole. 
This is at the root of the perennial strug- 
gle between capital and labor, the recently 
intensified struggle between farm pro- 
ducer and town consumer, and the wide- 
spread conflict between business men and 
politicians. 

The great threat to the achievement of 
stabilized prosperity comes from the de- 
velopment of localized power or monopo- 
listic strength by any one of the interest 
groups, and the attempt to exploit this 
strength to its own immediate advantage. 
Instead of this, each of these groups 
should try to discover and effectuate func- 
tionally correct price and income relation- 
ships, that is, the relationship between the 
productive contribution made and the 
pecuniary benefit claimed which will in 
fact promote the sustained and efficient 
operation of the system as a whole. 

If voluntary administration of our in- 
dustrial process is to proceed on those 
lines of vente and efficiency that will pro- 
mote stabilized prosperity, we must mas- 
ter the concept of economic solidarity. 
From top to bottom—in organized labor, 
in professionalized management, in gov- 
ernment relations, in economic statesman- 
ship, and in the basic understanding and 
behavior of citizens as voters—our eco- 
nomic life must reflect a broad grasp of 
the functional relationships among private 
interest groups and between private and 
public forms of organization in the eco- 
nomic sphere. 

Today a voice booms out from the grim 
towers of authoritarianism to say that free 
peoples will never discipline themselves 
and work to a common purpose in de- 
veloping the strength that is potentially 
theirs. Thus far, we have not decisively 
refuted that challenge. We have not 
shown that we can use freedom to pursue 
our own economic interests as we sce them 
without abusing that freedom so that in- 
dividuals, companies, or groups overreach 
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economy and thereby throw it into dis- 
order and impair its productivity. 

Agriculture made a promising start 
toward defining its role as a contributor 
and beneficiary of a national economic 
program of stabilization under the slogan 
“parity.” But it has progressively rede- 
fined parity to make it less and less a 
formula for economic adjustment of pro- 
duction to market needs and more and 
more a cloak for federal subsidy to far- 
mers politically shielded from the need 
for constructive adjustment. 

Labor has made some impressive decla- 
rations in favor of mutual adjustment of 
the several parts of the economic machine 
to each other in a working whole. While 
I was serving on the President's Council 
of Economic Advisers, union representa- 
tives presented a memorial urging that 
“the President through his Council Ad- 
visers should convene all groups imme- 
diately to establish an agreed-upon pro- 
gram which all management, labor, and 
agriculture will pursue.” The proposed 
conference was to seek a comprehensive 
answer to the question: “What do we 
do to build and maintain on a long-term 
basis a permanent full-employment and 
reall some economy ?” 

But in default of such a grandiose 
agency of universal settlement, they have 
not been willing to rely upon the less 
ambitious but functionally better adapted 
devices of bilateral collective bargaining 
in good faith. They have not been willing 
“to bear the burden and heat of the day” 
so as to work out the kind of adjustment 
of productive input and wage “‘take”’ that 
would promote stabilized prosperity. They 
have conducted hundred-day strikes or 
used their mass power in other ways to 
exact unilateral decisions, some of which 
have demoralizing effects that are not hard 
to discover. 

Management has been equally obdurate 
in clinging to past traditions or future 
aspirations even when the resultant shut- 
down threatened to bring about govern- 
ment seizure of the industry, possibly 
starting a chain reaction that would end 
in nationalization of a basic industry. 

Government planners have been willing 
to follow reformist dogma to the point of 
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making operative conditions difficult if 
not impossible for private business. And 
reactionary business men have sought to 
confine areas of public service to the 
limits which were appropriate to a pre- 
industrial age. They have clamored for 
reduction in government spending and 
then put on political pressure to get them- 
selves exempted from any act that adverse- 
ly touched their company or their com- 
munity. 

This kind of individual and group ac- 
tion amounts to sabotage of our efforts 
to stabilize national prosperity. There 
has not as yet been a willingness to weigh 


the claims of all special interest groups 
as parts of a total productive program and 
to formulate and follow those policies 
that ‘‘on ~t tore will do most to pro- 
mote the smooth functioning of the econ- 
omy as a whole. 

It would be a sad commentary if, in this 
day when popular education has brought 
us such command of the technologies of 
material objects and natural forces, we 
should fail in our grasp of the technolo- 
gies—that is, the applied social science— 
of the human mind and spirit associated 
in business ventures and in free political 


life. 


Are We Breeding a Generation of “Securocrats”? 


HE FIRST GENERATION of a new species 
Ti American is just about to mature 
in this country. Within not more than 
another decade this new strain may be 
the predominating majority in our society 
and may be running the show. Past gen- 
erations of Americans, in keeping with 
their attitudes and actions, acquired the 
descriptive appellation, ‘rugged individ- 
ualists."" A comparable term for this 
new species might be “securocrats.”’ 

In outward appearance, the securocratic 
American is indistinguishable from his 
parent stock, except that he is probably 
bigger, healthier, and can expect to live 
longer on the average than any previous 
generation. Though sounder in bodily 
and biological characteristics, and as per- 
sonally brave as his forebears, the new 
securocrat exhibits some pronounced 
weaknesses of as judged by long 
uccepted standards. And when it comes 
to matters of social and economic respon- 
sibilities of citizenship, he shows a lack 
of what has stood for years as intestinal 
fortitude. One of his dominant 
all-pervading preference 
to ‘‘play it safe,” 


spirit, 


traits 
and desire 
and his mind is security- 
conditioned from birth. 

Possibly more rewarding than to catalog 


Is an 
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all the maturing characteristics of the new 
securocratic American would be to find 
out what it is in the contemporary indus- 
trial environment and political heredity 
patterns of our society which is producing 
sO many security-minded Americans. 

Does our American educational system 
equip young people with an understand- 
ing of the American economic system? 
A careful examination of the books and 
curriculum plus interviews with the teach- 
ers of almost any local school system in 
the country will show that the average 
student graduating from high school has 
at best only a meager and general knowl- 
edge of how our system works; and much 
of what he does know is implicitly critical 
of the fundamentals of free competitive 
enterprise. For the minority of graduates 
who go on to college, there will be more 
generalized courses which may be pro- 
portionately more productive of prejudice 
against capitalism than understanding of 
its functions. 

Can young people get the answers on 
economic issues from their parents? Sur- 
veys which have revealed such parents’ 
misinformation on facts about property 
ownership, profits, wealth accumulation, 
and the like, seem to indicate it is very 
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doubtful that they could provide satisfac 
tory answers. 

As to the possibility of getting the facts 
directly from business men, the chances 
are remote. A fact-hungry high school 
student couldn’t get in to see the average 
corporation president, banker, lawyer, 
chief accountant, purchasing agent, or en- 
gineer of any sizable ‘free enterprise’ on 
a bet. 

On the other hand, on numerous Amer- 
ican college campuses and in many of our 
high schools, our questing youth can find 
some version of the Young Communist 
League or assorted ‘social discussion” or 
“political action” groups whose discus- 
sion leaders are zealous in their efforts to 
provide those missing answers—and they 
have an answer for everything. 

There are no bargains in security. The 
price of just a little bit of federalized 
security comes exceedingly high, and the 
cost of totalitarian security is so great that 
no nation or people in history 
been able to afford it. Yet, the 
jority of people in foreign lands 
ishly for 


has ever 
vast 
somet 


shopping these 


nothing bargains; and in our own cou 

try, where even the “common man”’ its 
WMidas-rich by comparison in both tangible 
goods and previous rights and freedoms, 
the bargain hunters grow more numerous 
daily. Such is the environment and such 
are the conditions on which securocracy 
grows. j 

This trend can be stopped b) only one 
thing—factual knowledge of how our sys- 
tem works. The keystone problem there- 
fore becomes: How can we bring about 
the widespread understanding necessary 
to preserve our way of life from the folly 
of experimenting with “‘just a little bit 
of socialism’ ? Who is going to do some- 
thing about our whole educational situa- 
tion ? 

The conclusion is inescapable that un- 
less and until the business men themselves 
in every American community—the pro- 
duction managers, the merchants, the 
technicians, the professional men, the 
foremen, and indeed the workingmen 
whose sons and daughters have an equal 
stake in our system along with the chil- 
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dren of the wealthiest citizens—take a 
far more active and responsible role in 
guiding our school system and its pro- 
gram, the job will not get done. 

One of the best things you can do to 
insure that your business and the other 
privately owned and operated enterprises 
in your community will continue as free 
institutions is to see to it that the young 
people who are next in line to take over 
their ownership and operation understand 
the rules of the game.. Our peculiarly 
successful economic system is neither per- 
fect nor sacred. But without it none of 
the other free institutions which we do 
hold sacred and inalienable will very long 
endure. 

Why not begin in your town by talking 
things over with your business associates 
and neighbors? Then make it a group 
project, either informally or through some 
suitable local organization, to look into 
your own community school system. 

As a starter, visit the schools them- 
selves. Talk to the principals and teach- 
ers. They'll be surprised to see you and 
will appreciate your interest. Get ac- 
quainted with the school board members 
and the PTA. 

But don’t overlook the most important 
ingredients of any school system—the 
children and what they are learning. Visit 
some classes, talk to the students, read 
ome of the books, and study some of the 
lessons yourself. Maybe a series of com- 
mittees is in order to do the job thor- 
oughly. 

As a guide line for your inquiry, ask 
yourself, “Will a youngster going through 
our town’s school system come out with a 
pretty clear idea of: 

How our economic system operates to 
create wealth, jobs, goods, and services to 
om- 
owned and its products divided; 
accepted roles and responsibilities 
are of capital, management, labor, and gov- 


support our complex society; how its 
ponents are 
what the 


ernment in our society; why our arrange- 
ment of these factors is so demonstrably 
superior to competitive ‘isms and ‘ologies; 
what opportunities and rewards the system 


holds for individuals growing up in it and 


why; and so on 


Perhaps you may decide that the schools 
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can never fully acquaint students with the 
facts of life in your world of business and 
still teach them all the other things they 
need to know.. So why not organize a 
program of plant tours, ‘career forums,” 
or special meetings with local business as- 
sociations where at least the high school 
students, soon to graduate into responsible 
citizenship, can find out at first hand what 
makes the economic world go round in 
their home town. 

The business men of the Mahoning and 
Shenango Valleys in Ohio have formed 
an “Industrial Information Institute” that 
faces squarely up to the key job of educat- 
ing the youngsters in the area about the 
economic environment in which they will 
live and work. The Institute’s School Ad- 
visory Committee, working closely with 
the schools and all local industry is actual- 


ly writing and wey - a series of 11 
full-sized school books for use in grades 
2 through 12. Sort of McGuffey Readers 
brought up-to-date, the volumes thus far 
published carry such titles as Our Neigh- 
bors Tell Us about Their Work (for the 
third grade), and Exploring Our Neigh- 
borhood with Our Friends (for the fourth 
grade). The series will be used by 3,700 
teachers to present the fundamentals of 
living and working in a free enterprise 
environment to 100,000 students who live 
in the area about whose economic life 
the texts are written. 

Perhaps a similar project is needed in 
your community. Above all do not be 
dissuaded from your purpose by fears of 
the “high cost of education.” It is as 
nothing compared with the high cost of 
ignorance on which securocratic dictator- 
ship feeds most fatteningly. 


—MILLaARD C. FAUGHT. Dun's Review, Vol. 58, No. 2,262, p. 24:12. 


Does Large Corporate ‘‘Bigness’’ Harm the American Economy? 


A RECENT Mill & Factory survey, conducted among manufacturing companies of all 

types and sizes, was designed to learn whether executives of these companies consider 

the so-called large companies an asset or a liability to the American economy. 
Following are some of the salient findings: 


1. There is nothing harmful to the American economy because of the so-called 
large companies, 96 per cent of the respondents state. 
Competition from large companies is not unfair to their business, 93 per cent 
of the respondents reply. 
Ninety-one per cent of those answering the survey state that they sell some 
of their products to large companies. 
In general, large companies are beneficial to small companies, 92 per cent of 
the respondents believe. 
The present government policy which, seemingly at least, is to break up large 
companies just because they are large is not approved by 99 per cent of the 
respondents. 





NOTHING SACRED: The Professional Pallbearers Association, passing up amalgamation 
with the AFL's gravediggers or the AFL’s casket makers, voted 100 per cent to join 
the AFL as a separate unit. Object of the Professional Pallbearers Association will be 
to make all funerals union funerals with relatives and friends permitted to act only 
as honorary pallbearers. Members must be six feet tall, weigh 180 pounds, and fit into 
a size 40 suit. Union pallbearing rates vary with the dress. For sugar-scooped coat and 
diplomat-striped trousers, it's $4; grey flannel is $3.50; and in ordinary blues, $3. 


-National Industrial Conference Board 
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The Obligation of Management to Be Competent 


ened THE RIGHT to be management is 
being challenged—not so much by 
those who own the enterprise and hire 
the managers as by those who, as em- 
ployees and citizens, are affected by man- 
agement. Employees have created power- 
ful organizations whose leaders not only 
want to certain 


management, but sometimes imply that 


take over functions of 
they could do better than the present man- 
agers. 


stake 


There is more at than just our 
positions. In the opinion of many author- 
itics, private enterprise itself depends on 
management's ability to prove that our 
American economic system is the one best 
way of providing for the increasing needs 
of people. 

Roland P. Soule, of the American Ma- 
chine and Foundry Company, reminds us 
that our technological ingenuity has done 
more than increase our standards of liv- 
ing. “The technologist,’ he says, “has 
brought about more social change than 
any demagogue or statesman.... He is 
still brewing the strong and potent medi- 
cine of change, and he is still injecting 
it into our economic body in doses which 
grow larger every year.” If management 
cannot manage this highly complicated 
system, then it is possible that the system 
will be discarded together with those who 
are primarily responsible for it. 

But a higher price may yet be paid if 
management is not competent to meet its 
new obligations. Democracy itself leans 
heavily on the management of our eco- 
nomic life. The enemies of Democracy 
may have more hope in management's 
inability to avoid depression than in their 
atom bombs and the superiority of their 
military forces. Communism’s chances of 
winning the war it is now waging depend 
more on our inability to manage our eco- 
nomic system during peace than on any 
lack in our ability to wage a successful 
war. 


From an address by Thomas H. Nelson, 
the American Society of Mechanical Engineers 
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Partner, 


Let us examine some of the major areas 
where competence is most certainly de- 
manded of management by the times: 

1. Technical Specialization. The first is 
technical competence in the specialized 
area in which the manager is engaged. 
While the colleges can furnish the basic 
fundamentals, new ideas cmerging from 
year to year require cont us study to 
maintain one’s competitive position. A 
man may have a good foundation in his 
field and still fail to keep up tO date. 

2. Management Techniques. But tech- 
nical proficiency does not ne essarily make 
a good manager. Management is some- 
thing more than superiority in a special- 
ized area. When the specialist becomes a 
manager he has to think differently and 
use tools that are different. He must think 
in terms of functions rather than in terms 
of specific operations. What are these 
management functions? We usually say 
that there are five: (1) planning, (2) 
organizing, (3) directing, (4) coordinat- 
ing, and (5) controlling. These are old 
words, of course. We've used them in 
business for a long time. But they are 
gaining new meanings. 

Many executives of the “old school” 
are inexpert in the use of the modern 
tools of management which help to carry 
out these functions. These tools include 
activity planning guides, performance ap- 
praisal devices, salary administration plans 
and control instruments, as well as bud- 
gets and statistical reports. Some execu- 
tives even dodge the responsibility of 
learning to use them. “I’ve been success- 
ful without them—why take a chance on 
new-fangled devices I don’t understand 
and honestly don’t like?” is the typical 
reaction of the management reactionary. 

But the competent manager is just as 
solicitous about improving his tools and 
techniques of management as he is about 
improving manufacturing methods and 
sales techniques or reducing costs. He is 
Rogers & Slade, before the 


t 


Management Division of 
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just as critical of operations in his own 
bailiwick as he is about operations down 
the line. 

3. Management Thinking. True man- 
agement competence involves the con- 
scious direction and critical appraisal of 
one’s own thinking habits. The successful 
executive is usually a good thinker but he 
seldom knows why his thinking is sound. 
An analysis of our college curricula will 
show little if any attention to the ways 
in which the mind works. There is little 
that equips the individual to get back 
of the steering wheel of his own mental 
equipment, little about the use of the 
“dadgets” on his mental dashboard. It all 
adds up to too much emphasis from the 
start on what to think and too little on 
how to think. 

4. Human Relations. When we talk 
about management as a trusteeship, we 
admit that the work experience of the 
employee must be designed to provide 
him with satisfactions on the job itself, 
not merely with dollars to buy substitute 
satisfactions in his leisure hours. 

There are two sets of principles and 
techniques of human relations that man- 
agement can use to provide these satis- 
factions. The first is the “case method” 
of dealing with persons as individuals, 
each unique and different from the others. 
When management, from foreman to 
president, asks regarding a person, “What 
makes him act this way?” or “What does 
he really want?” it has risen above the 
mass concept. The second involves more 
than good person-to-person relationships 

it considers group thinking, group feel- 
ings and group action. 

Through these principles and_ tech- 
niques the manager puts to work for man- 
agement the most recent contributions of 
psychology and sociology, which are just 
as important as new dev elopments in ac- 
counting and engineering. 

5. Emotional Maturity. Emotional ma- 
turity beyond management knowl- 
edge and skills. It has to do with attitudes, 
emotions and dispositions. Here are some 


oes 


typical attitudes that accompany emotion- 
al immaturity: 
Never admit a 
action 


An executive must be firm—he must stick 
by his decisions, right or wrong. 

Don't let anyone criticize your department— 
that is a sign of weakness. 

Since an executive is the boss, he is superior 
to subordinates in all ways, and on all 
matters. 

Most people do their best work when they 
fear the boss. 

These and many other similar attitudes 
handicap some executives much more than 
lack of knowledge, skill or experience. 

Emotional maturity is characterized by 
poise, self-confidence, graciousness in ac- 
cepting criticism, willingness to admit a 
mistake and learn from it, recognition and 
utilization of the specific superiorities of 
subordinates and associates. These atti- 
tudes can be consciously and purposively 
developed. Their acquisition need not be 
left to chance, for they are just as essential 
to effective management as are the prin- 
ciples of planning or directing operations. 

6. “Executive Characteristics.” Here 
are included a number of executive char- 
acteristics such as decisiveness, a reaching 
for responsibility, a drive that overcomes 
obstacles, and contagious enthusiasm. Top 
management looks for these characteristics 
in promoting men to higher executive 
positions. Studies of what makes execu- 
tives successful lay great stress upon them. 
But so often we talk about them as though 
they were inborn qualities that cannot be 
developed. 

Actually, most of us can point to per- 
sons who at one time seemed to dodge 
responsibility but now court it. We can 
remember some executives when they 
were shy and retiring who now energize 
their associates and subordinates to su- 
perior efforts. We can think of men who 
were unduly slow in making decisions 
who now move rapidly and confidently to 
action. 

7. Management Philosophy. The man- 
agers viewpoint or philosophy is not a 
thing apart from the prin iples of man- 
agement we have been discussing. Today's 
omplex and rapidly changing situations 
challenge many of the old values com- 
monly accepted in the past. The authority 


- 4 . . 1 . 
Of possession and position are weakening 
I t ‘ 


What an executive may do is being limit- 


ed by the influence of labor leaders who 
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are not even a part of his organization. 
The government agent, the accountant, 
the engineer, and the personnel man also 
tell the manager what he can and cannot 
do. 

Do the viewpoints of executives equip 
them to understand and deal wisely with 
these changing values? Clarence Francis, 
Chairman of the Board of General Foods, 
in speaking to a group of top executives, 
phrased it something like this: “When I 


came into business 30 years ago, the pre- 
vailing idea was that whatever was good 
for business was good for people. But 
today the prevailing idea is that whatever 
is good for people is good for the busi- 
ness.’ Management must express a phi- 
losophy of values that builds a better in- 
dustrial life—an industrial life which 
maintains a wholesome balance among the 
interests of investors, employees, custom- 
ers and the public. 


Trends in Corporate Donations 


COMPANY GIFTS to charitable and educational institutions in 1950 will equal the record 


| 


donations of 1949, according to a survey of 201 manufacturing concerns just completed 


by the Conference Board. Because of the growing number of charities, more and more 
mpanies favor some form of pooled or consolidated giving to reduce the burden 


Cc f s. Most companies express the view that their prime philanthropic 


responsibility is to those communities in which they maintain plants or offices: ‘The 


cause is worthwhile if it touches upon the living conditions of our employees and 
I I 


their families.”’ 


Hospitals. Local hospitals also are prime recipients of company gifts. Corporations 
generally contribute heavily to hospital building funds, as well as to maintenance 
campaigns, on the ground that improved medical facilities for the community are of 
direct benefit to their own employees. Because gifts to hospital building funds are 


irregular and vary so much in size as to make budgeted giving difficult, some companies 


are arranging to meet their pledges over a three-year period. 


Educational Institutions. The need for assistance to educational institutions is gen- 


erally recognized by management. Some companies make contributions to general funds 
é € t é 


and college development programs, but only upon receipt of specific approval from 


their boards of directors. These gifts are predicated upon the service rendered by 


olleges in providing personnel 


1 


Companies employ a wide variety of yardsticks in determining the size of their gifts. 


The controlling factor is earnings. Referen 


e is usually made to the previous year's 


outlay, though some companies allow for a “growth” factor which, they explain, enabies 


them to meet the increasing number of f 


+ 


equests, 


Most companies check the size of contr 


| } 
iputions made 


fact, es are reported in which company officials get togethe 


themselves the entire amount to I aised 


HELP ME, O Lord 
rour quarts one 
square. Make 1 
me from taking an 
profit. Blind my 


when come the sound of low music, the scent of sweet flowers, and the crunch of f 


\ 
steps on the gravel, mak« 


} 


. one who was of service to others.” 
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one yard 

Help me ( usit 

has broken in the struggle. Keep 

r from selling my self-respect for a 

but reveal to me my own... And 
ot 


+ 


TOOT- 


emony short, and the epitaph simple—‘Here lies a man 


—Printing Monthly 





What’s Wrong with Plant Tours?: 


W. G. BROEHL, JR. 
Bradley University, Peoria, Ill. 


HE LITERATURE AND discussion on the 
eae tour as an effective method of 
community relations has been extensive 
in recent years, and one has the choice 
of many specific techniques today in at- 
tempting to implement such a plan. Most 
material, however, has emanated 
the pen of business executives con- 
erned with the operation of such tours. 
Perhaps it 


or tnis 


irom 


might benefit these executives 
to have a few objective comments from 
the “opposite side of the fence’’—the 
plant tourist himself. 

Over a period of several years, I have 
utilized the plant tour as an integral part 
of my courses in industrial management, 
and as a result have gathered from both 
oral and solicited written comments of 
the students many specific ideas on the 
organizational aspects and the worth of 
these tours. On the assumption that ‘‘the 
proof of the pudding is in the eating,” 
I would like to attempt a few generaliza- 
tions from these comments. Though these 
thoughts were derived from only one 
source among the many groups utilizing 
the plant tour, that of the college business 
administration senior, they nevertheless 
have a degree of application to any form 
of the plant tour. 

From the standpoint of the physical or- 
ganization of the tour, several comments 
were rather widely expressed. The num- 
ber of companies using a post-tour con- 
ference meeting far exceeded those that 
utilized a pre-tour conference, but the 
students have rather uniformly expressed 
the preference for a more extensive pre- 
tour briefing session, with only a short 
post-tour meeting for recapitulation. It 
was felt that a much clearer picture of the 
evolution of the tour was possible with 
such an initial session, with the desired 
length of time felt necessary by the stu- 
dents to accomplish this briefing ranging 
from 30 to 45 minutes. This length of 
time, of course, allows for not only a 
description of the physical aspects of the 
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tour but also material of a more general 
nature, which will be discussed below. 

The need for small groups on the tour 
proper, led by skilled personnel fainiliar 
with all the major aspects of the plant, 
has been emphasized so frequently that 
further exposition seems unnecessary. In 
this respect, however, a rather 
complaint of the tour proper was the ex- 

pace set by the group leader, 
which prevented the digesting of any one 
aspect. The responsibility for the pace of 
the tour must, of course, rest with the 
group leader. The tendency toward too 
fast a pace seemed to stem from a combi- 
nation of the enthusiasm and the superior 
knowledge of the plant layout possessed 
by the group leader. In other words, if 
one were required to pass through the 
foundry day after day in the course of 
such tours, the route would become quite 
prosaic, but to the uninitiated following 
in his footsteps, each step would bring 
a totally new experience. The general 
consensus of the students seemed to lean 
toward a closer look at a fewer number 
of processes. 

A word should be said regarding the 
questions of tourists. The most widely 
used method of answering such questions 
seems to be the “question period” after 
the tour, with the general group reas- 
sembled. The students’ comments seem 
to indicate, however, that this is not the 
most effective approach. Human nature 
seems to rebel at such a comment as 
‘Now, are there any questions?”’, and this 
rebellion seems to be in a direct ratio 
to the emphasis by company representa- 
tives on their desire to answer such ques- 
tions. Any person taking a plant tour 
already assumes that the purpose of his 
visit is to clear up questions in his mind, 
and verbal statements on the part of the 
company personnel attempting to encour- 
age this either provide no additional 
stimulus or, in many cases, have an ad- 
verse effect. The tour proper seems to be 


uniform 


cessive 
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the ideal place to answer such questions, 
for here there is a certain informal com- 
radeship not present in the general con- 
ference. The possibility that the group 
leader may not know the answers would 
seem to be more than overbalanced by 
the proper climate for the question itself. 
The opportunity to stop at rest spots 
(company cafeteria, etc.) at frequent in- 
tervals would enhance this climate, and 
any company having the facilities might 
go further and provide small conference 
rooms at intervals throughout the plant 
for such stopovers. 

The more pronounced the atmosphere 
of informality on the tour the greater will 
be the success of the tour itself. The 
tourist seems to resent in many cases what 
appears to be a marked attempt to show 
him what the company wants him to see, 
not what he wants to see. While the com- 
pany zs in a better position to evaluate 
what the tourist should see, it must not 
allow this to be paternalistically expressed 
to the tourist. 

This informality, however, cannot stem 
from lack of planning, for nothing is less 
impressive than wandering through a 
— with an obviously confused group 
eader. True informality requires a great 
deal more initial planning than does a 
formalized tour. 

Another frequent comment concerned 
the plant employee himself. The students 
in many cases seemed to have gathered 
the impression, probably ill-founded in 
most cases, that the employees resented 
the tourists. This seemed to be more evi- 
dent in the companies utilizing catwalks 
over the working area for the tours, but 
was frequently mentioned even in the 
companies providing for some personal 
contact. The few tours where the opposite 
reaction was expressed, that of being im- 
pressed with the friendliness of the em- 
ployees, occurred only in the companies 
where a specific attempt was made to 
steer the students to certain employees 
noted not only for their competency but 
also for their gregariousness. It would 
seem wise in tour planning to take active 
measures to secure not only the coopera- 
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tion of the workforce but also the appear- 
ance of cooperation. 

Although it seems a rather obvious as- 
pect, tourists report a number of com- 
panies somewhat irresponsible in respect 
to the personal safety of the tourists. Few 
of the ow toured provided safety glasses, 
and frequently the students were allowed 
in hazardous areas. While the informality 
and intimacy of the tour may be threat- 
ened by too great an emphasis on safety 
precautions, it would seem that more 
thought is needed in many cases in bal- 
ancing these opposing interests. 

Let us return to the general conference 
at the beginning of the tour. Industry has 
been so permeated with the philosophy 
that it must “tell its story’ that many 
organizations are overdoing it. Too fre- 
quently the conference degenerates into 
a laudatory session on the company and 
its vast contributions. If carefully pre- 
sented, this can be a moving story, but if 
carried to an extreme, it can do a great 
disservice to the company. The ability of 
anyone to impress his ideas on another is 
usually in a direct ratio to the receptive- 
ness of the other person, and this recep- 
tiveness is usually best achieved through 
appealing to the selt-interest of the other 
person. In general the tourist is interested 
in how the company affects him. The 
first question in most of the students’ 
minds, of course, concerns possibilities of 
employment with this company or a like 
company. Of course, many tourists will 
not be interested in this aspect, but will 
be interested in many other elements of 
the company’s operations as they affect 
the tourist personally. While many of 
these personal desires are irrelevant to 
the story that the company desires to tell, 
they nevertheless must be taken into ac- 
count if the real objectives of the plant 
tour are to be realized. In this vein, an 
excessive amount of statistical material 
can create a numbness of mind, whereas 
the personal elements of the company’s 
growth may tell the same story in a much 
more effective manner. Though many 
people feel the Horatio Alger story of 
company executives is overplayed in many 
cases, the fact remains that the individual 
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can more easily obtain a picture of a com- 
pany through such vicarious association 
than through a maze of empirical mate- 
rial. 

The plant tour has come into its own in 
recent years as a highly effective element 


of industry’s community relations pro- 
grams. Management, however, should 
not become so imbued with the potentiali- 
ties of the program to the company as to 
lose sight of the desires and views of the 
ultimate ‘‘consumer’’—the tourist himself. 


Appraising Returns From Industrial Research 


HEN RESEARCH has been long-estab- 

lished in a company, the value is 
usually so well accepted that no formal 
justification is required. This is particu- 
larly true if the head of the company is 
technically trained or appreciative of tech- 
nology; and if he lends guidance in the 
program and in translating the results of 
research into production and sales. How- 
ever, there have been many cases where 
the department has failed through man- 
agement’s lack of understanding as to the 
functions and relations of research to the 
company’s business and as to the results 
which have come out of research. 

In a recent survey all members and a 
few non-members of the Industrial Re- 
search Institute were asked whether they 
had any system of appraising their work. 
About 85 per cent of the members re- 
plied, and there was a wide expression of 
interest in the subject. Only 25 per cent 
of the respondents had any pertinent 
answers, indicating that many directors 
have not considered the subject or else 
have felt it difficult or unnecessary to 
attempt any justification, particularly of a 
concrete nature. 

A number of research directors have 
indicated that the effectiveness of research 
can be judged best by the general health 
of the company. Some justify research 
on the basis that it keeps them abreast of 
competition and that otherwise they might 
not be in business at all. Like Alice in 
Wonderland, it is increasingly necessary 
for companies to run faster just to stand 
still. 

From an address by Allen Abrams before the 


Rye, New York. 


588 


A number of companies have worked 
out formal procedures for appraising re- 
search. Generally these companies feel 
that the evaluation can be accomplished 
best by having representatives from Sales, 
Production, Accounting and Research sit 
in on the final appraisal. 

The actual procedures vary widely. One 
company simply adds a certain amount to 
the cost of each article produced through 
research, and then credits this ‘‘royalty”’ 
to the department. A large chemical com- 
pany selects a committee from Research, 
Production and Sales to determine the 
contribution of Research on a new prod- 
uct or on the improvement of an old one. 
Where Research has been responsible for 
most of the original ideas and their de- 
velopment, all future sales on that par- 
ticular product are credited to the depart- 
ment. Where Research is but partially 
responsible, only a proper share of the 
sales is credited. If a major improvement 
is made on an old process, the higher 
yield or greater volume accrues to the 
Research Department. 

Another company has evolved a more 
extensive method—perhaps the most de- 
tailed and precise of any we have investi- 
gated. A proposal on a new process is 
submitted to the factory manager by the 
research and development division. If the 
manager accepts the idea, any savings 
resulting from its adoptiot. are ascertained 
by the accounting department and are allo- 
cated to Research. The “Index of Re- 
turn” is the sum of three numbers— 
savings for one year on an improved 


Annual Meeting of the Industrial Research Institute, 
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process; 3 per cent of the net sales on an 
improved product, for a period of one 
year; 3 per cent of the net sales on a new 
product, for a period of three years. This 
index is said to measure not only the 
effectiveness of research but also the abil- 
ity of the factory to accept new ideas and 
of the sales department to sell new or 
improved products. 

A lumber company uses another meth- 
od: (1) Where the commercial value of 
research results can be estimated, credit 
is taken for the direct savings in costs and 
increased profit on any product. (2) 
Where positive well-defined action has 
been taken on the discoveries of research 
but where the actual dollar value cannot 
be calculated, it is assumed that the proj- 
ect is worth four times the cost of the 
research. (3) Where research has pro- 
duced information of potential value for 
improving operations or where it has car- 
ried out surveys and studies for other 
divisions of the company, it is assumed 
that the resultant value is twice the cost 
of the research. (4) Miscellaneous serv- 
are valued at cost. No credit is 
given to projects which have failed to 
produce tangible results, even though they 
may have some future value. 

A paper company employs a different 
approach. The annual sales and profits 
are totaled separately for research and 
non-research products. The net profit on 
research products is then compared with 
that of non-research or standard products, 
and the increment only is credited to 
Research. This increment is then divided 
by the cost of research for the year, yield- 
ing a quotient showing the dollars re- 
turned per dollar expended for research. 
No credit is taken presently for process 
or product improvement, nor for royalties 
on patents acquired through research. 

IBM believes that its manufacturing 
men must know the capabilities of the 

Mechanical En 
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machines and methods that perform the 
operations for which each is responsible, 
and that whenever new technology is de- 
veloped they must understand its implica- 
tions and realize its possibilities in their 
own production. If changes in practice 
are required, they must know how to 
make correct applications and to take full 
advantage of the benefits of the new 
process. This requires an investment in 
education, but the company feels that the 
benefits derived from activities along 
these lines are well worth their cost. 

The obvious question is, how long 
should credit be taken for profits from 
such research products? Generally this is 
self-answering, since other manufacturers 
come in with competitive products which 
may reduce profits to the point where the 
research products become ‘standard.”’ 


For those companies which are inter- 
ested in working out a system of evalua- 
tion, the following suggestions may ap- 
ply: Select a committee representing Sales, 
Production, Accounting and Research. 
Agree upon a formula which assigns to 
Research a fair share of the fruits of its 
labor. This may comprise some percentage 
of the sales or profits on new or improved 
products or processes. Since the amount 
and period of credit may vary widely, 
reasonable figures should be agreed upon. 
Additional accruals to Research may come 
from royalties and the sale of patents. 
In some cases the credit on a new devel- 


opment is made arbitrarily by assigning an 


amount which is some fixed multiple of 
the cost of research. 


Still another pro- 
cedure is to select the total 


profit for the 
best year out of the five immediately fol- 
lowing introduction of the product on the 
market. Where it is possible to segregate 
sales, the increment of profit on research 
products over non-research products may 
method of evaluation. 
645:2 
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TELEVISION has become a mass medium. 


Over 18 per 


per cent of the nation’s urban homes 


rich and poor, now have television sets, according to a recent analysis of 10,000 home 


interviews, made by the Psychological Corporation. In 
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Applying Quality Control to Office Operation 


HE FIELD of office management has 
Tiraditionally lagged behind that of fac- 
tory Management in a of meas- 
urement and control. But office managers 
who have “‘discovered’’ quality control are 
beginning to reap the benefits of its appli- 
cation to their quality problems. 

Quality control can do two big jobs 
for us: (1) It can help us save time and 
maintain quality in a given operation, and 
(2) it can help us improve the quality of 
the work we turn out. For example, Al- 
dens, Inc., a mail order house in Chicago, 
has installed quality control programs 
throughout its entire organization, and 
quality has improved from 40 to 75 per 
cent in the various operating departments. 

Control procedures or methods are 
based on the principle that quality of 
work is always subject to a certain amount 
of variation as a result of chance. Some 
stable system of chance causes is present 
in any given operation. Variation within 
this pattern is inevitable. The reasons for 
variation outside this stable pattern, how- 
ever, may be discovered and corrected, and 
that is the area with which we are con- 
cerned. 


On the quality control chart, if the plot- 
tings move out of the area of safe opera- 
tion, and they move into the danger area, 
some corrective action must be taken or 
needlessly defective work will be pro- 
duced. When these plottings are higher 
or lower than the control limits that we 
have established and represented on the 
chart after determining the limits of rea- 
sonable accuracy prevailing for the opera- 
tion, we know that it is time to look for 
the causes underlying this change. 

Before quality control is installed, we 
determine the current quality level of the 
particular operation in question by means 
of recording the results of a 100 per cent 
verification of the work involved. After 
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this determination has been made, we are 
in a position to make the decisions nec- 
essary to the establishment of a sampling 

lan that will fulfill the requirements set 
forth by the departmental and divisional 
management. These decisions are based 
on four factors: 

1. What quality of work is acceptable. 

2. What quality of work is unacceptable. 

3. The risk or cost of verifying work which 

is already of an acceptable quality. 

4. The risk or cost of not verifying work 

of an unacceptable quality. 

At The Standard Register Company our 
quality control inspectors keep three fac- 
tors in mind when performing this samp- 
ling operation—regularity, randomness 
and thoroughness: 

1. Regularity. Samples are taken at 
regular intervals. They are not taken at 
the same time each day, but they are taken 
from every group of work units processed 
through the department being sampled. 
The regularity of the sampling also serves 
as a recurring reminder that quality is an 
ever-present problem requiring continuous 
attention. 

2. Randomness. The inspectors try to 
select samples in such a manner that each 
item has the same chance of being inspect- 
ed. If the control chart is to give an 
accurate picture of the quality level, the 
employees must never know which units 
of work are to be inspected. 

3. Thoroughness. Thoroughness is in- 
sured in the sampling procedure by de- 
signating as inspectors only those employ- 
ees who have full knowledge of all the 
details connected with the operation. In 
addition, instruction sheets, giving the de- 
tails of the particular procedure under 
which he is operating are furnished each 
inspector. 

The inspectors begin sampling the work 
and record the results on a data sheet. The 
number of units inspected and the num- 
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ber of defective units are recorded and 
then totaled for the over-all departmental 
performance. A record is kept on the de- 
scription, frequency and responsibility for 
errors made. From an analysis of this 
data and certain computations, the control 
chart is established and is posted at reg- 
ular intervals. 


It is important that the results of sam- 
plings be posted on the control chart with- 
out delay. Unless this is done, action may 
not be taken quickly enough to avoid 
errors of the same type, and the purpose 
of the quality control program will be 
defeated. 

In the Customer Records Department of 
the writer's company, all incoming sales 
orders have certain items of information 
translated from their alphabetical form 
into a numerical code. Inaccuracies in this 
coding operation can affect the work of 
six other departments in the office, and in 
some cases that of our production depart- 
ments in the factory. By the use of sam- 
pling plans and control chart techniques, 
the quality level (or the accuracy) of one 
basic operation of this department was 
raised from 86.2 to 95.9 per cent, or an 
increase in efficiency of 11.2 per cent, 
effected in a period of two or three weeks. 

In our Accounts Receivable Depart- 
ment, all invoices were being verified by 
a 100 per cent inspection after they had 
been placed in the outgoing mail. This 
100 per cent verification was costly, and 
even sO, some erroneous invoices were still 
mailed to our customers. By the use of 
quality control techniques, we were able 
to reduce the time spent in verifying these 
invoices by 47 per cent and at the same 
time, even with a reduced operating bud- 
get, to maintain the desired quality level. 
For some businesses, that’s really sensa- 
tional economy. 

In installing quality control programs 
in any of our office departments, our first 
step is to explain the principles of the 
program to the employees involved. We 
outline the steps that will be followed in 
developing and setting the program in 
motion. Though these vary by depart- 
ment, this is the basic pattern they follow: 


We determine the current quality level 
of the operation. 

We establish inspection stations where 
quality may be checked. 

We devise sampling plans that give us 
a true cross-section picture of the work. 
We design work sheets for recording 
inspection data. 

5. We designate and instruct the personnel 

who will be quality control inspectors. 

6. We set up the control charts to be used. 
We also hold meetings with the employ- 
ees from time to time as the program 
yates in order to keep them fully in- 
formed of their progress. 

The control chart, as adapted to opera- 
tions of the writer's company, takes a 
positive approach by indicating the 
amount of good work performed, rather 
than the number of errors committed. We 
post the chart in a conspicuous place in 
the department and urge our department 
heads to be good managers by encourag- 
ing their employees to “break” the top of 
the chart. 

A vertical scale along the left margin 
of the chart is a measure of the good work 
performed, termed “the percentage of 
efficiency.”’ A horizontal scale along the 
bottom of the chart measures the time in- 
tervals of the sampling procedure. A 
solid black line through the chart indi- 
cates the current average quality level of 
the particular operation. A dotted or 
broken line in the chart indicates the con- 
trol limit—or, as we prefer to think of it, 
the ‘take action” line. 

An Employee Quality Control Rating 
Card covers each employee of the depart- 
ment. This card allows for comparisons 
between the individual's performance and 
the over-all performance of the group, 
and also for a classification of the errors 
made by each individual. Cards are post- 
ed on a monthly basis and can be used 
by the department manager as he sees fit 
—either to commend or reprimand em- 
ployees. 

Office management is responsible for 
the general administration of the program. 
This responsibility does not constitute a 
full-time job. One man need devote only 
part of his time to this type of work to 
achieve gratifying results. 


—By Frep E. SHELTON. NOMA Forum, May, 1950, p. 15:5. 
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Keeping Catalogs Up to Date 


THE PROBLEM of keeping their general sales catalog up to the minute recently con- 
fronted Powers Regulator Company, Chicago. Increased sales activity created an increas- 
ing demand for catalogs. Coupled with the many price and product changes, this made 
it difficult to get up-to-date catalogs into the hands of salesmen and customers. Perma- 
nently bound catalogs were out-of-date in part before they left the bindery. Solution 
to the problem was found in the use of portable plastic binding equipment. Catalogs 
are now bound from stock pages as needed, right in the company’s own offices. 

The company reports that the essential simplicity of the portable plastic binding 
equipment—both the punching machine and the binding machine—permitted regular 
employees to change over quickly to the new method, and that the use of the equip- 
ment has enabled workers to make about three catalogs in the same time as one under 
the old system. Only small quantities of catalogs are bound at one time so that they 
can be distributed before becoming obsolete. 

The flexibility of this binding method is exceedingly helpful in meeting special 
situations such as modifications in equipment specifications to meet customer require- 
ments. The ability economically to bind attractive booklets of all sizes is especially 
convenient. Pages of different sizes, shapes and materials are readily bound in the 
same booklets. Photographs, charts, stiff divider pages, and such lie flat when the 
book is opened and turn easily on the smooth plastic rings. Reply cards and order 
forms may be conveniently included. 

The plastic bound catalogs possess many of the advantages of loose-leaf binders. 
Bindings may be reopened at any time by placing the book on the binding machine 
and pulling the lever. Pages may then be added or removed as desired. Thus, catalogs, 
price lists and other booklets may be easily revised or brought up-to-date at any time 
after binding. For actual loose-leaf service, pages may be slot-punched on a special 
machine. These pages can be mailed to field representatives who can add them to their 
atalogs without special equipment. 
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Dictating Machine Holds Secretarial Threat 


DESPITE THE TIME-SAVING ADVANTAGE of using a dictating machine instead of employ- 
ing a personal secretary, some executives still object to the “cold efficiency” of the 
machine. This fact was brought out in a recent survey by American Business of various 
companies in different parts of the country. Of the dozens of businesses contacted, 
only a couple reported that they do not use dictating equipment. The others listed 
almost every type of dictating machine on the market, from cylinders and discs to the 
more recent tape and wire recorders. 

A general rule of thumb, according to the survey, was that top executives could 
make their own decisions as to their dictating methods. Junior executives, however, 
usually were expected to use a machine. 

Missouri Pacific Railroad Company, St. Louis, Mo., operates about 200 dictating 
machines, and transcribing is done in a central department. These machines are the 
cylinder type, but the company also has a wire recorder and a tape recorder for record- 
ing talks by executives. Disc equipment apparently is popular with many business men. 
Executives of the Hitchcock Publishing Company, Wheaton, III., dictate on discs. 

An executive of a well-known food company said that he had just completed a thor- 
ough study of dictating machines, because equipment was being purchased by his firm 
for shipment to branches in the Orient. In comparing types of machines, this executive 
stressed two major considerations: (1) if the machine is to be used in the same office 
day after day; (2) if the nature of the work requires portability. If the dictating equip- 
ment is going to remain in the same office, a cylinder machine is preferable. But if 
portability is required, or if direct mailing of the recorded voice is desirable, the disc 
machine should have first choice. One final point made was that the utmost attention 
should be given to the reliability of the manufacturer of the equipment. 


—American Business 7/50 
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How to Organize a Company Library 


ANY BUSINESS MEN think of a plant 
M or business library as an unnecessary 
luxury. Yet an adequate and authorita- 
tive source of information upon which 
executives can draw is one of the prime 
requisites of modern successful business 
administration. Since public facilities sel- 
dom offer the individual and personal in- 
formation a business needs, the plant 
library is the only practical solution. It 

practical because it is relatively inexpen- 
sive, and it is valuable because it can pro- 
vide information that may lead to the pro- 
duction of better goods at a lower price. 
In other words, the plant library can help 
management meet competition. 

Two important questions arise in plant 
library planning. One: What are you go- 
ing to include in the library? Two: How 
are you going to file the material ? 

A pli ant library should provide each de- 
partment of the business with permanent 
fact sources. A dictionary, an encyclo- 
pedia, Who’s Who in America, Who's 
Who in Commerce and Industry, The 
World Almanac, a guide to Government 
publications, and a copy of The Censu 
of the United States are useful to every 
business. 

In addition, the plant library should in- 
clude the current trade publications, plus 
any other trade data and general market 
and business information available. It 
should list as well all the new patents 
applicable to your industry, the govern- 
ment publications, Census reports, survey 
responses, material tests, and other data 
that might be useful to any department in 
the plant. 

Primary facilities for a plant library 
would include a suitable room and equip- 
ment for housing library material. A 

specially appoint ed person shoul d be put 
in — A newly graduated librarian 
would be desirable, although a file clerk 
could take on the task temporarily. The 
equipment needed represents only a minor 
five-drawer steel file cabinets for 
periodicals, papers and 3 orts; deep book 
shelves for the books and heavier catalogs. 


Cost: 
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For the necessary filing and cross-index- 
ing, a card-index file should be set up. A 
card form for recording the contents of a 
magazine or making cross-references 
would be helpful. A library table and a 
couple of chairs afford centralized work 
facilities for users. 

The best way to handle an index of 
media is to have a master file listing all 
material in the library; and separate files 
for each division, such as Magazines, Re- 
ports, The master file serves 
as a general reference and the smaller 
files as media reference. 

No two plant libraries have the same 
indexing system or the same filing system, 
because no two plants are alike. The best 
that can be achieved is an ease of refer- 
ence and quick availability of the material 
needed. Your librarian will be able 
work out the 20 or 30 categories you will 
need for your own industry and company. 
When the system is worked out, a com- 
plete outline of the procedure should be 
drawn up and made available to every 
department of the plant. 

Organize your plant library properly 
from the beginning. For this purpose, a 
ne TE of the numerical, alphabeti- 
al and chronological methods of filing 
has been worked out, known as the 
Dewey Decimal System. The Dewey Sys- 
tem Abridged Decimal handbook may be 
purchased from the Lake Placid Founda- 
tion, Lake Placid, New York. This 
abridged listing will undoubtedly prove 
satisfactory for most business libraries. 

Each department of the business should 
be asked to compile a list of the informa- 
tion it needs from day to day. From these 
listings a master list of sources containing 
this information can = drawn up and 
these items secured by the librarian. If 
your library pee to the Industrial 

Arts Index and Public Affairs Informa- 

you will have a ready guide to 
periodical literature and can then order 
the issues containing the information 
nee de d. 


When a magazine arrives in the library, 
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the librarian should look it over. If it 
contains articles of interest to top man- 
agement, the auditor and the research en- 
gineer, it should be routed in that man- 
ner. For example, the magazine Shipping 
Management would probably be routed 
to the top official in charge of traffic and 
then to the shipping department. If it 
contained articles on rates, it might also 
be sent to the controller or cost depart- 
ment. When the routing has been com- 
pleted, it should be returned to the library 
for filing. 

The library can be a source of actual 
profit, as many large companies have dis- 
covered. If you were planning a plant 


expansion and were looking for a suitable 
locality on the Pacific Coast, your plant 
librarian could tell you, from already pub- 


lished reference material, the construction 
costs prevailing, the labor pool and ship- 
ping and marketing facilities available at 
any location. She would merely refer to 
the government’s Census reports, Con- 
struction Activity and Cost Indexes, and 
a few similar sources. A plant library 
can be made to pay off in extra dividends, 
too, because today’s information often 
provides next year’s markets. 

You also generate a general feeling of 
good will among the employees by giving 
them access to a library for trade material 
which they probably could not otherwise 
obtain unless it were so sponsored. 

Only after all the starting material has 
been filed and properly indexed will you 
be able to appreciate how valuable your 
plant library can be. 


—GeorGE Gover. The Office Economist, Vol. XXII, No. 3, p. 8:3. 


34 Million Telephones 


TALKATIVE AMERICANS, who already have more telephones than the rest of the world 


combined, are clamoring for still more. 
When World War II ended, 
per cent of U. 
Today, 
books. 
ago. 


S. telephones, had over 


the giant Bell System, which owns and operates 82 
2,000,000 persons waiting for telephone service. 
after adding 12,500,000 new phones, 
Total Bell subscribers have soared to 34,325,000—more than double a decade 


it has 790,000 unfilled orders on its 


Over 74 per cent of all Bell System telephones are dial-operated today, compared 
with 65 per cent at the war's end and 55 per cent in 1940. 

To handle all its new services and the host of new phones, Bell has already put 
in over 33,000,000 miles of wire since World War II and has put up some 3,800 
buildings or extensions—and there's a lot more to come. 

Bell is keeping step with TV, too. It has two systems by which it transmits tele- 
vision programs from city to city for the broadcasters—one a radio relay arrangement 
sending programs by radio waves, the second a coaxial cable for carrying TV programs. 

—Rosert H. Sevxtitz in The Wall Street Journal 7/21/50 
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How Can We Improve Labor-Management Relations ? 


By FORREST H. KIRKPATRICK 


OW CAN WE proceed toward a better era 
H in labor-management relations? It may 
help us to answer this question if we will 
look at the causes underlying our problems. 
Here four factors seem to stand out: 

1. Mutual Mistrust. There is no real 
sense of mutual trust or confiderice between 
labor and management in American indus- 
try. Unions, for all their power, continue 
to be oppressed by the feeling that employ- 
ers wish to destroy them. Employers are 
equally oppressed by the fear that the 
ultimate aim of unions is to take over con- 
trol of industry, provided they do not 
bankrupt it first. We have, in effect, a 
kind of undeclared class warfare that is 
persistently denied by leaders on both sides. 
Neither side has any clearly formed at- 
firmative program. Each is reacting against 
what it fears is in the mind of the other, 
rather than in terms of positive goals for 
the total economy. 

2. Conflicting Economic Theories. There 
seem to be both genuine and opportunistic 
differences in economic philosophy, with 
both sides showing uncommon agility in 
adapting their economic arguments to the 
turns of the business cycle. When busi- 
ness is employers are wont 
to rule out “ability to pay’ as a factor in 
when business falls off, the same 
employers beg the unions to take account 
of the red ink on their ledgers. When liv- 
ing costs are on the upgrade, the unions 
use this as a mainstay in their drive toward 
wage increases; when costs come down, 
they reach for new props. 

Labor does not feel it is getting a big 
enough piece of the industrial pie and 1 
asks more in the form of higher pay, short- 
er workweeks, and employer-financed wel- 
fare Industry argues that unless 
each worker produces more, there can be 


booming, 


wages; 


benefits. 
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no real improvement in living standards. 

To the problem of wages has been added 
the sharp question of the degree to which 
industry is responsible for safeguarding 
labor against the hazards of sickness and 
old age. Debate on this question will likely 
continue through the years. 

3. Bargaining Defects. What should be 
discussed when labor and management bar- 
gain collectively? Management maintains 
that to operate efficiently, it must have ex- 
clusive control over such matters as pro- 
duction, sales and management policies; 
labor seeks a greater voice in these areas 
on the ground that the security of union 
members depends on how the , business 
is run. The cleavage has touched off an 
increasingly acute battle over the establish- 
ment of boundaries for collective bargain- 
ing. 

4. Pattern Bargaining. Recent labor trou- 
bles in the basic industries stem not from 
any specific breakdown of collective bar- 
gaining, but from the fact that wages for 
millions of workers in scores of industries 
have come to be fixed through the estab- 
lishment of a “wage pattern” in a key in- 
dustry. A break-through by labor in any 
key industry affects contract standards in 
all sections of our economy and has reper- 
cussions on the whole level of prices and 
industrial activity. The net effect of this 
development is that a single big company 
and a single big union are able to call the 
economic tune to which all America must 
dance. 

We look for solutions and con- 
structive action on these problems in two 
areas: First, we must seek improvement 
in personnel relations at the direct operat- 
ing level. Second, we need a government 
program for protecting the national welfare 
against crippling strikes that stem primarily 
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from inability to agree on wage patterns. 

It is at the plant or operating level that 
we must seek the key to greater trust and 
confidence between employers and unions. 
Failure to infuse shop stewards and fore- 
men with either the desire or the technical 
ability to devise workable solutions for 
plant problems is a frequent cause of ex- 
plosive disputes in plants where industry 
and labor pride themselves on amicable 
relations at the top level. 

A pioneer survey by the National Plan- 
ning Association, still in process, has indi- 
cated some of the elements that make for 
successful labor-management relations in a 
plant: 

1. Full acceptance by management of col- 
lective bargaining and of the union as 
an institution (generally accompanied 
by a belief on management's part that 
a strong union is an asset). 
Recognition by the union that the suc- 
cess of the business is indispensable to 
the welfare of its members (hand in 
hand with full acceptance of private 
ownership and operation). 

Existence of a strong, responsible and 
democratic union. 

Avoidance by the company of any in- 
terference in the internal affairs of the 
union, or any attempt to alienate the 
workers’ allegiance to the union. 

A “problem-centered’’ approach to nego- 
tiations, with both sides spending more 
time on solving concrete problems than 
on arguing about “prerogatives” or ab- 
stract principles. 

Prompt settlement of grievances through 
a flexible procedure. 

Widespread union-management consul- 
tations and a highly developed system 
for sharing information, with the union 
used as a two-way channel for com- 
munication between employer and em- 
ployee. 

The big problem that needs legislative 
solution concerns what government can or 
should do to safeguard the public interest 
where strikes threaten disaster for large 
sections of our economy. The development 
of a sound national labor policy calls for 
abandonment of the use of government 
as a crutch or club by either party and 
calls instead for confining government in- 
tervention to genuine emergencies of a na- 
tional character. When such an emergency 
arises, there are three ways in which gov- 
ernment might proceed: (1) By clamping 
down on labor through the issuance of in- 
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jufictions; (2) by clamping down on man- 
agement through confiscation of plant; or 
(3) by appointing a fact-finding panel of 
the type utilized in steel. The latter method 
has fewer faults than either of the other 
two. 

It would seem desirable to have legisla- 
tion empowering the President to call on 
both sides in crucial disputes to maintain 
the status quo for 60 days, during which 
impartial and competent fact-finders would 
formulate their recommendations and sub- 
mit them to the parties. As a spur to bar- 
gaining at all stages of the fact-finding 
process, the panel should be clothed with 
legal authority to mediate instead of rely- 
ing exclusively on the quasi-judicial func- 
tion of making recommendations. However, 
the final recommendations of the fact-find- 
ers would not be legally binding. Either 
side should be free to reject them after a 
genuine effort to work out an agreement 
based on the board’s report. The pressure 
of public opinion would be the sole avenue 
of enforcement. 

With such a procedure established by 
law, the likelihood that a_ presidential 
board’s report would be cast aside by either 
party would be greatly reduced. If it were, 
the President could seek specific emergency 
legislation from Congress to break the im- 
passe. 

It is certainly clear that investing presi- 
dential fact-finders with authority to make 
recommendations on wages and other key 
issues is itself an impediment to free bar- 
gaining. So long as one party or the other 
feels it can get a better deal from a panel 
than it can through direct negotiations, the 
bargaining process is bound to suffer. On 
the other hand, experience under the Taft- 
Hartley Act has indicated clearly the futil- 
ity of fact-finding when it is not accom- 
panied by the power to make recommenda- 
tions. The eighty-day injunction period 
established under the present law is simply 
a period of stalling.on both sides, at the 
end of which neither side is nearer a solu- 
tion than before. 

A more compelling consideration is that, 
whether we like it or not, wage levels are 
being determined on a pattern basis that 
reaches into all corners of our economy. 
In a sense, we are developing a controlled 
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economy with control vested in a relatively 
small group of industrial and labor leaders. 
Under these circumstances, a strong affirm- 
ative case can be put forward for trans- 
ferring the decision on such matters to a 
panel appointed by the man chosen by all 
the people as their Chief Executive. 
Unions with many unhappy memories of 
judicial persecution in the days when courts 
were open allies of employers in smashing 
unions are opposed to any formula that 
involves the use of injunctions. As an alter- 
native, they have given their blessing to 
Federal seizure of strike-beset industries. To 
the extent that such a plan would involve 
direct Federal negotiation of new labor 


A More Effective Personnel 
Utilization 


MICHAEL G. BLANSFIELD* 


N OCTOBER, 1948, the Director of the 
| Area Military Government Personnel 
Program in Berlin, Germany,t and _ his 
staff began to lay plans for the implemen- 
tation of a new concept in the area per- 
sonnel program. This new concept, “Em- 
ployee Utilization,” was brought into be- 
ing by the realization that it was neces- 
sary, in the interests of efficiency and 
economy, to decentralize personnel per- 
formance further through a revision in the 
method of function of the personnel of- 
fice. The personnel program for the area 
at that time embraced some 25,000 em- 
ployees of approximately 150 different 
American organizations. 

The technical staff of the Area Person- 
nel Office began meeting in November, 
1948, for the purpose of developing 
methods to implement this new concept 
without obstructing the work flow of the 
organizations they serviced. 
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contracts, it would wipe out all pretense of 
free collective bargaining. The fact-finding 
method, coupled with mediation, is not 
only more equitable on its face but offers 
much greater assurance of independence 
for both sides. 

There is no foolproof formula for 
achieving industrial peace and sound labor- 
management relations. There will always 
be men on both sides who are short-sighted 
and obstinate enough to upset any plan 
that might be devised. The only depend- 
able solutions, therefore, will be those ham- 
mered out through better and more direct 
relations between labor and management. 
These solutions must be in terms of team- 
work and thoughtful planning. 


Job Through the Employee 
Concept 


A direct result of these conferences was 
the determination of the need for more 
efficient and more organized assistance to 
line supervisors. The common practice 
had been to give the supervisor advice on 
his problems purely from the viewpoint 
of the technical field (i.e., placement, 
training or employee relations) which the 
assisting specialist happened to represent. 
One immediate objective of this new pro- 
gram was to insure that the day-to-day 
personnel assistance given line supervis- 
ors would be coordinated. The final de- 
cision was that the number of specialists 
contacting the supervisor would be re- 
duced by a consolidation of functions 
within the Personnel Department. It was 
further decided that specialist assistance 
would be brought to the supervisor and 
would be made available at fegenes and 
regular intervals. 

One important decision that was made 
during the initial discussions concerning 
implementation of the program was that 
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the “low-pressure approach’ would be 
used in installing the program, z.e., the 
program would be installed without pub- 
icity of announcement to line super- 
visors Of management (other than formal 
clearance from top management). This 
approach prevented much of the resist- 
ance to change which might have been 
aroused by a publicized program. 

Before initiation of the Employee Util- 
ization Program, the organizational struc- 
ture of the Area Personnel Office had fol- 
lowed a pattern which was typical of most 
government personnel offices and many 
personnel departments in private industry, 
as shown in Figure 1. 

The final staff decision was to integrate 
the Placement, Employee Relations and 
Training Sections into a new section—the 
Employee Utilization Section. The Ad- 
ministration and the Classification and 
Wage Administration Sections were re- 
tained intact with no change in their 
duties or responsibilities, as shown in 
Figure 2. 


The decision to reorganize in this fash- 
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ion was based upon careful consideration 
of several factors: 


1. Both Employee Relations and Placement 
involve similar techniques, such as inter- 
viewing and the interpreting of em- 
ployee evaluations, work histories and 
test results. 

Both Training and Placement require 
analysis of jobs and a knowledge of 
specific job skills and job requirements. 
Both fields used tests or other methods 
to determine employee aptitudes and 
achievement. 

The average classification specialist 
might have a difficult task in bridging 
the gap from applying established classi- 
fication systems to analyzing varying 
problems without set solutions. 


The new Employee Utilization Section 
was to be composed of a chief, who would 
be responsible to the Personnel Director 
for the operation of the Section; 50 Em- 
ployee Utilization Specialists who would 
each be responsible for servicing an or- 
ganization or organizational segment of 
from 300 to 500 employees; and two 
clerical assistants. 

One of the problems confronting the 
staff at this point was the question of just 
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how much assistance the Employee Util- 
ization Specialist should render the line 
supervisor without actually usurping any 
of the supervisor's duties. It was finally 
decided that the specialist would perform 
the following tasks completely: (1) Re- 
cruit; (2) make the initial selection (in- 
cluding testing); (3) provide general 
orientation (as distinguished from specific 
orientation to be given by supervisor); 
(4) assist the employee to get settled; 
(5) furnish instruction when the super- 
visor is not able to do so; (6) counsel 
employees when the supervisor is not able 
to do so; and (7) attempt to place surplus 
employees. 

In addition to these tasks which the 
specialist was to perform himself, he was 
to assist the supervisor to perform effi- 
ciently his peageys duties, particularly 
those related to: (1) Determining mini- 
mum qualifications for new jobs; (2) in- 
terpreting personnel office selection data; 
(3) interviewing; (4) orientation; (5) 
developing job breakdowns and standards 
of performance; (6) techniques of in- 
struction; (7) evaluating performance; 
(8) developing weak employees; (9) 
delegating responsibility; and (10) hand- 
ling complaints. 

Due to limited recruitment facilities 
and the desirability of retaining experi- 
enced and competent personnel, the deci- 
sion of the staff was to retain, whenever 
possible, the specialists of the old Place- 
ment, Training and Employee Relations 
Sections. In screening the 90 specialists 
available for this conversion, the follow- 
ing criteria were established as a partial 
selection guide: (1) Versatility of the in- 
dividual as evidenced in previous work 
history; (2) ability to work in close co- 
operation with others; (3) ability to give 
equal attention to a number of varying 
problems; (4) proved judgment of sufh- 
cient caliber to enable the individual to 
realize when a problem is beyond his 
depth and he must seek qualified assist- 
ance; (5) ability to deal successfully 
with others in day-to-day contacts; (6) 
knowledge of basic psychological prin- 
ciples. Final selection was based upon 
test results administered at the end of the 
formal training program given all spe- 
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cialists selected for the new section. 

The personnel selected were in the ma- 
jority of cases familiar with only the 
superficial details of the work in the two 
sections to be combined with their own. 
This necessitated a vigorous training pro- 
gram, which was launched in January, 
1949. The available specialists were 
divided into three groups, each group to 
be trained in succession. Each group, com- 
posed of 30 specialists, was then divided 
into three groups of 10 each. 

The training is best designated as 
“cross-training” since each group of spe- 
cialists conducted that part of the training 
which covered its particular field. Each 
group was given a total of 30 hours, one 
hour a day, using the conference method. 
By holding the training to one hour a 
day and staggering the training of the 
groups over a three-month period (Jan- 
uary to March, 1949), interruption in the 
work flow of the personnel office was 
avoided.. 

Following completion of the specialist 
training in March, 1949, each of the 50 
specialists selected to carry on the pro- 
gram was assigned an organization or an 
organizational segment which gave him 
responsibility for approximately 500 em- 
ployees and their supervisors. Actual ex- 
perience during the summer of 1949 indi- 
cated that a group of this size could be 
serviced efficiently by one specialist, pro- 
viding the group was in the same general 
work area. 

During the month of April, 1949, the 
records previously maintained by the 
Placement, Training and Employee Rela- 
tions Sections of the Personnel Office 
were turned over to the specialist in 
charge of each organization, and all per- 
tinent information contained therein was 


transcribed onto one consolidated records ° 


form called the Employee Summary 
Worksheet. 

Each Employee Utilization Specialist 
was instructed to organize his duties in 
such a manner as to be able to spend 50 
per cent of his time each day in the 
Personnel Office—the remainder of his 
workday to be spent with the various 
line supervisors at the work site of his 
assigned organization. 
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The immediate benefits of the program 
were confined chiefly to economies in the 
operation of the Personnel Office itself. 
It will be noted, however, that these 
economies were substantial insofar as they 
included an immediate drastic reduction 
in the staff. The most outstanding of 
these benefits were: A reduction of 45 
per cent in the personnel staff engaged 
in placement, training and employee rela- 
tions; elimination of 40 per cent of the 
records formerly maintained by the Place- 
ment, Training and Employee Relations 
Sections; simplifications of the administra- 
tive paper flow throughout the Personnel 
Office; and reduction by 50 per cent of 
the number of personnel specialists con- 
tacting line supervisors. 

Long-range benefits, which began to 
become apparent during the course of the 
succeeding three months, included a 15 
per cent decrease in the number of re- 
corded grievances. This reduction was 
attributed primarily to the increased effi- 
ciency of the line supervisors in handling 
grievances as they arose. 

During this period the Personnel Office 


was consulted more often than formerly 


by all levels of management in regard to 
personnel problems which in the past had 
been passed up the chain of command 
for decision. This willingness to utilize 
the services of the Personnel Office more 
fully could only be taken as evidence of 
a growing realization on the part of man- 
agement of the place of the Personnel 
Office in the cad sedadhen plan. 

The number of employees bringing 
their problems directly to the Personnel 
Office in the period May through July, 
1948, had been about 220. During this 
comparable period in 1949 this number 
had decreased to approximately 60. In 
large measure, this decrease appeared to 
be due to more efficient dissemination of 
personnel policies at the shop level. The 
Employee Utilization representative was 
now able to bring the correct policies to 
the supervisor's attention at the time he 
needed this information. 

Unfortunately, it is impossible to evalu- 
ate fully this program in the relatively 
short time it has been in effect. The 
preliminary information on its immediate 
results as set forth above, however, indi- 
cates that it may well be a concept which 
can be of value to business. 


, Blood for a Day with Pay 


AN AGREEMENT WAS SIGNED RECENTLY between Packard Motor Car Co. and United 


Auto Workers (CIO) which provides for labor-management 


cooperation in setting up 


an employee blood bank, with the help of the American Red Cross. Under the agree- 


ment, a “Packard acc 


employees may donate for the a 


Employee 


can go on |} 


ount without inconvenience 


or anywhere else. They 


ount” will be set up in Detroit’s Red Cross blood bank. Employees 
and their families may draw on it, without fees, if they need transfusions 


Moreover, 


or loss of pay 


es who want to contribute blood make an appointment, during regular work 
hours, at the Red Cross blood-donor center. They report to the cent 


r, give their blood. 


? 
don't have to ; 


go back to the 


said for their full shift 


THE INCREASE 
plants 


ontrols to check on every 


IN SICK LEAVE 
To discourage abuse 


absentee. 


it 


Some firms now 


Business Week 6/17/5( 


PLANS might lead to increased absenteeism in many 
of these plans many 


companies are now setting up strict 


make it a rule not to pay 


any employee out for alleged illness unless he has called in and described his illness 


to the plant nurse or doctor. 


even one day must report first to the 


At Merck Chemical Co., every employee who stays out 
medical department. 
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62 Years of Profit Sharing at Procter & Gamble 


WILLIAM G. WERNER 


The Procter & Gamble Company, Cincinnati, Ohio 


HERE ARE several viewpoints from 

which business executives can look at 
profit-sharing plans for employees. One 
is to assume that the employee has an 
inherent right to share in the profits of 
the organization for which he works. 
Another is to consider the profit-sharing 
plan as a sort of incentive for greater 
production. Still another is to assume what 
you might call the paternalistic approach, 
which considers the business as the benev- 
olent father of all its employees. 

There is still another viewpoint of 
profit sharing, however—as an answer 
to the question, ‘“What is best for the 
business?” It is this attitude of manage- 
ment toward profit sharing that I should 
like to discuss. 

The best way to understand our point 
of view on profit sharing, I believe, is to 
see how it fis into the company’s general 


philosophy of management’s relation to 
its employees. Procter & Gamble adopted 


a profit-sharing plan back in 1887. 
Though the years have brought changes 
and additions to our employee plans, 
never really has there been any change in 
the basic philosophy or ,ttitude toward 
employee relations espoused by William 
Cooper Procter, champion of the original 
plan, over 60 years ago. 

Procter & Gamble’s point of view 
toward management's responsibility to 
employees can be summarized by these 
five goals for management: 

1. A_ successful 
regular profits. 
Steady employment 
The opportunity for 
ployee to develop to 
of his abilities. 

The chance for the en ploy e to become 
a capitalist himself (by becoming a part 
j or accumulating 


business—one that earns 


the individual em 
the fullest extent 


owner of the business 
bonds, savings, etc.). 
5. Good working conditions. 

A profit-sharing plan, lined up against 
these goals of management's responsi- 
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bility, must therefore answer questions 
like these: 

1. Can the proposed profit-sharing plan 
accomplish important industrial rela- 
tions objectives and still guard that 
necessity for profits to the investing 
owners of the business? 

Is profit sharing consistent with the ob- 
jective of a fair and reasonable wage or 
is it conducive to the building of a 
feast-and-famine business—an _ up-and- 
down pattern of production? 

Will the proposed profit-sharing plan 
stimulate the employee to develop his 
capabilities or will it simply tend to 
make him soft and easy-going, looking 
forward not to hard work and further 
advancement, but to early retirement? 
Will the plan contribute materially to 
the ability of the employee to become a 
capitalist, so that after years of service 
he can honestly look back at the com- 
pany in appreciation of what it did in 
helping him save and invest for the 
future ? 

Will the plan really contribute to the 
employee’s feeling that he is working 
under good conditions, or will he be 
likely to feel that the plan is merely a 
sop thrown to him in lieu of more im- 
portant considerations ? 

The fact that a guaranteed employment 
plan has been successful in Procter & 
Gamble for over 26 years is offered only 
to emphasize the idea that employment 
stabilization can work. Such a socially 
desirable employee plan, successful in one 
business, we submit, deserves study by all 
forward-looking executives. Whether any 
particular* organization can stabilize its 
employment to an important degree is, 
however, a problem which must be 
worked out by the heads of that business. 
In the same way, we hasten to emphasize 
the fact that our profit-sharing plans are 
tailored to meet our needs as we see them. 

From the first, the company recognized 
the need to help the employee in the 
lower brackets, say under $3,000 per year, 
through profit sharing. In the 1930's, it 
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became more and more evident that the 
employee in the higher salary brackets 
would also have trouble building up a 
real nest egg. About 1943 we made altera- 
tions and amplifications in our plan so 
that all employees, not just hourly-paid 
employees, could participate in a true 
profit-sharing plan. 

Under our older plans, an employee's 
interest in the company’s profits might be 
said to spring from the fact that the plans 
made him a shareholder of its common 
stock. Under the plans now in effect, a 
share of the returns to all employees 
covered by these plans is directly depen- 
dent upon the rate of net profits of the 
company. Today all regular employees, no 
matter what their pay or salary, are 
eligible after a stated period of months 
to participate in a plan of compensation 
and/or retirement that embodies profit 
sharing in some form. 

The plans call for contributions by 
the company which are based upon con- 
solidated net profit for any fiscal year 
before federal income taxes, over and 
above a minimum consolidated net profit 


figure. They provide for increases in the 
profit-sharing dividends paid employees, 
according to a scale which sets up a 
greater profit-sharing dividend when 
consolidated net profits of the company 
increase. 

We believe our plans represent incen- 
tive—not in its narrower sense, as fe- 
lated to the direct production of addi- 
tional units or better quality units, but the 
incentive that makes a man realize that 
the progress and development of the 
business results in something for 4im— 
that what is good for the business is good 
for him, just as though he were stand- 
ing behind the counter serving his own 
customers and ringing his own cash 
register. 

That kind of incentive thinking, if 
properly stimulated, we believe, results 
not only in a different attitude by em- 
ployees toward expenditures, toward pro- 
tection of the company’s property, and 
toward the quality of its output. It results 
in a heightened, sharpened esprit de corps 
that distinguishes one business from 
another the moment you step inside a 
plant. 


Getting Results with Industrial Movies 


By ALEXANDER I. NEWMAN, Executive Vice President, 


Precision Scientific Company, Chicago, Ill. 


NE OF THE most powerful media for 
driving home a company’s story, a spe- 
cial message from management, or specific 
information about a method or process for 
doing certain types of work, is the indus- 
trial film. Dean Rulon, of the Harvard 
School of Education, in experiments con- 
ducted with the use of films, has found 
that the use of moving pictures in teaching 
is 20 per cent more effective than teaching 
without them, and that in terms or reten- 
tion of subject matter, the gain in using 
films is over 38 per cent. 
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Advantages. Films can simultaneously 
bring to bear a relatively large number of 
stimuli to sight, hearing, emotion, reason 
and other faculties. They lend authority to 
whatever a supervisor or trainer has told 
his group. The principles involved in plant 
instruction or discussion are somehow made 
to seem more important, more basic, more 
universally accepted and more necessary 
when the individual sees them projected in 
pictures and words. Films are excellent 
“clinchers.”” 

Abstractions, such as the concept of in- 
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terdependence of employee and employer, 
can be given life and meaning through the 
use of films, since many vivid and specific 
illustrations can be shown which put the 
abstract concept into concrete, everyday 
terms. Teaching of this kind is most diffi- 
cult when words alone are used. Films can 
say with impunity many things which an 
instructor or even the top executive of a 
company might hesitate to put into words. 

Precautions. A great number of poorly 
prepared films are now used in training 
or demonstrating to employees. It is better 
not to use a film than to use a poor one. 
Select films with care. 

One of the most-common faults of show- 
ing training films is overemphasis, by 
means of exaggerated action and words, 
‘in an effort to give a point stress. As a 
result, both the film and its lesson seem 
absurd or unreal and impractical. Avoid 
overemphatic films. 

Select films to fit the ability and experi- 
ence and the mental makeup of the groups 
observing them. 

Physical Arrangements. The movie room 
should be pleasant and well ventilated. 
Chairs should be comfortable. It is also 
important that they be placed so that 
every individual can see without too much 
strain. The portion of the room around the 
screen should be darkened to create sufh- 
cient intensity of light on’ the screen for 
everyone to see the film clearly. Amplifiers 
and speakers should be of the best quality 
so as to project sound without distortion. 

To assure greater attendance, the movie 
and the time of showing should be pub- 
licized as much as possible, either through 
bulletin boards or bulletins passed out the 
day before. 


Early in 1939, we at Precision Scientific 
Company instituted a movie program. Most 
of the films shown at that time were for 


production supervisors and engineers, to 
help educate them in technical matters. 
Occasionally during the war we would 
show war films released by various gov- 
ernmental agencies. However, because of 
our lack of physical facilities to accom- 
modate our entire organization, the pro- 
gram was handicapped until we moved 
into our new plant in 1946, at which time 
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a section of the plant approximately 60 by 
100 feet was set off as a cafeteria and 
lunchroom accommodating about 300 peo- 
ple. 

After the cafeteria was available, and 
with a 45-minute lunch period, we were 
able to utilize movies to their maximum 
extent. Our program is to show a movie 
every Wednesday. Most movies run any- 
where from 20 to 30 minutes, giving the 
employee ample time to eat his lunch be- 
fore or during the showing. We use a 16 
mm. sound projector and screen, with 
several loud speakers. Operation of the 
projector is taken care of by one of the 
employees of the engineering department. 

Ninety-nine per cent of the films we 
have shown have been loaned us free of 
charge, the only requirement being that we 
submit a report of the showing and prepay 
the charges when returning the films. The 
best source of free films is the catalog pub- 
lished by the Educators Progress Service, 
Randolph, Wisconsin. It lists the titles of 
1,632 free films covering a varied range 
of subjects. It is published yearly at a cost 
of $5. 


In order to determine the reaction of 
our employees to our movies, we conducted 
a survey, the results of which proved very 
interesting. Over 64 per cent indicated that 
they watch the movies regularly; 25 per 
cent said they watched them occasionally. 
Over 90 per cent said they like movies, 
with 76 per cent indicating that they like 
movies once a week, 10 per cent every 
two weeks, and 7 per cent every four 
weeks. 

In showing movies to our employees, we 
think we have accomplished the following: 

1. Enlarged the scope of employees’ think- 


ing by showing them what other or- 
ganizations are doing. 

Aroused employees’ interest in combat- 
ing social, racial and religious discrimi- 
nation. 

Created a greater interest on the part 
of the employee in his own work by 
showing films, some of the scenes of 
which have shown Precision Scientific 
Company equipment. This created the 
feeling of “belonging” to a company 
that is performing a valuable service for 
others. 


Stimulated a desire in each employee to 
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improve his own work by observing 
methods in other plants. 


Attempted to instill a greater feeling for 


Caused our employees to become more 
safety-minded. 
Caused our employees to present more 


valuable suggestions to our suggestion 
committee, for which they have been 
handsomely paid by movies showing 
manufacturing operations in machine 
shops, sheet metal shops and instrument 
and assembly shops. 


the peoples of this land through the 
medium of patriotic films. 

Created better understanding in the or- 
ganization by showing pictures on hu- 
man relations. 


‘‘Wise Owl Club’”’ Promotes Eye Safety 


STRESSING THE NEED for reduced eye accidents on America’s production lines, Secretary 
of Labor Maurice J. Tobin recently enrolled the 1,000th industrial worker in the Wise 
Owl Club of America, an eye-safety organization sponsored by the National Society 
for the Prevention of Blindness. 

The Wise Owl Club, founded in 1947 at the St. Louis plant of the American Car 
and Foundry Company, has been sponsored by the National Society for the past 22 
months. To be eligible for membership, a worker must prove that his goggles saved 
him from partial or complete blindness when an accident occurred. 

After presenting a special certificate to the 1,000th Wise Owl—a machinist at the 
Phoenix, Arizona, plant of the Reynolds Metals Company—Secretary Tobin declared: 

“An estimated 300,000 eye accidents occur each year in American plants. Besides 
their terrible cost in human suffering, these eye accidents also slow down production 
in three ways: 


“1. By stopping work when the accident occurs; 


2. By reducing employee morale. 
3. By often causing the loss of a skilled worker for days, weeks, or even forever. 


“Of the 1,000 Wise Owl members, 330 would be completely blind today if they 
had not been wearing goggles when an accident occurred. The 770 others would have 
the sight of only one eye. 

“Therefore, by encouraging the wearing of safety glasses on the job, the Wise Owl 
Club has an economic as well as a humanitarian value. By preventing eye injuries 
among industrial workers, it is also helping American industry turn out more consumer 
goods to prevent inflation on the home front, and more equipment to check aggressors 
on the military front 

The Wise Owl Club is enrolling an average of 70 new members a month. There 
are now Wise Owl Club chapters in 223 plants in 34 states, Hawaii, and Canada.” 


Blue Mondays Are Really Blue 


THERE IS SOMETHING TO THAT IDEA of “Blue Monday” so far as labor output and 
absenteeism is concerned. 

On Mondays the average hourly output of British industry is lowest, and more em 
ployees are away from their jobs, according to Dr. W. Baldamus, sociologist of Birm 
ingham University, Birmingham, England, in a recent address before a meeting of the 
British Association for the Advancement of Science 

In general, both turnover and absenteeism decrease with length of service, Dr 
Baldamus found. Many of the reasons for poor or good performance by workers are 
linked to the industrial situation and attitudes toward work and leisure, instead of 
such general concepts as practice, interest, willingness, and boredom. 

Accidents in British mines fluctuate with the way the nation is feeling and reacting, 
Dr. T. T. Paterson, anthropologist of Cambridge University, reported at the same 
meeting. Accidents, absenteeism, production, strike intensity and other human condi- 
tions in the mines vary with highway accidents and strikes throughout all industry 


-New York World-Telegram and Sun 9/5/5( 
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How to Run Employee Contests for Improved Performance 


| ine EMPLOYEE contest is shaping up as 
the top 1950 technique to spur efh- 
ciency and png savings. Manage- 
ment is finding that the appeal to the 
worker's competitive spirit plus the in- 
centive of attractive prizes really gets re- 
sults in the form of better products, 
less waste and more profitable operations. 

Contests take many forms. Some merely 
try to make the worker quality-conscious, 
to emphasize the tie-in between good 
nce nage company prosperity, and 
employee job security. Others seek io at- 
tain specific goals in quality improvement 
—definite gains over a base period. Still 
others work for a reduction of waste, less 
spoilage, fewer reworks. 

Contests for greater employee efficiency 
and company prosperity can get good re- 
sults in plants of all sizes and industries. 
In retailing and service fields, for ex- 
ample, efficiency may be translated in 
terms of appearance, courtesy and prompt- 
ness. Here are a few principles to follow 
that will help make any contest a success: 

1. Don’t decide on the kind of contest to 

run until you have consulted foremen, 
and department _ heads. 
These people know the weak spots in 
operations, are also closer to the rank 
and file and more likely to judge their 
correctly. Their ideas will 


supe rvisors 


enthusiasms 
help. 

Plan the contest from beginning to end 
Many contests which start off with a 
bang fizzle out because ways of keep- 
ing interest high have not been devised 
ahead of time. 

Brief foremen and supervisors well on 
contest rules and on their own part in 
its operation. The success of any con- 
test depends largely on the enthusiasm 
shown by management in encouraging 
all eligible employees to participate. 
Give the supervisor some special recog- 
nition where a member of his unit is a 
winner. 

Consider merchandise as prizes instead 
of cash awards. A radio, silverware, a 
refrigerator, can be displayed for weeks 
in the plant and does much to keep 
employees’ interest whetted. 

Don’t neglect good advance promotion 
and ‘gimmicks’ to keep interest strong 
while the contest is in progress. Many 
companies rely on a few posters and a 
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few perfunctory announcements to get 
a good response, when in nine cases out 
of ten such tactics won't work. 

Two recently-completed contests pro- 
duced good results and their details are 
worth study by any company that is con- 
sidering running a contest: 

SKF “Quality Improvement Cam- 
paign.” Backbone of this six-month pro- 
gram was interdepartmental competition 
among the productive units in each plant. 
A prize was awarded each month to the 
department making the greatest quality 
improvement over a base period. A lucky- 
number drawing was held in the winning 
department to see which employee would 
take the prize home. Each month a large 
“Blue Ribbon” plaque was placed in the 
department with the best record for the 
previous month. At the end of the pro- 
gram, the department that won the plaque 
the most times was awarded permanent 
possession. 

Some of the ‘gimmicks’ that helped 
make the SKF contest a success: 

1. During the campaign, a large scoreboard 
was on display in the plant showing the 
relative status of each department in 

the contest. Every week percentages 
were posted showing the progress each 
unit was making. 
A prize was awarded each month for 
the winning slogan on quality improve- 
ment. These plugs for better work- 
manship were displayed on “‘slogan hats” 
and slogan book matches distributed to 
ill employees, also publicized on posters 
ind decals throughout the plant. 
Extra cash award each month went to 
the employee submitting the best sug- 
gestion on quality improvement. This 
award duplicated the sum _ originally 
granted 
The foreman of the department that 
won the campaign received an “Oscar.” 
And each employee in the department 
was awarded a “Certificate of Merit’ in 
recognition of his share in the victory 

Eastern Air Lines “Success Contest.” 
Awards were given for the best letters on 
“How I Can Help Make My Company 
Successful—On The Job—Away From 
The Job.” All employees below the su- 
pervisory level were eligible. Outstanding 
was the systematic and thorough manner 
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in which the contest was run. Managers, 
foremen and supervisors were made key 
men in the operation. Each received a 
Contest Kit which contained a ‘Plan 
Book” explaining the contest and the pro- 
motional material to be used to keep em- 
ployee interest high during the month- 
long contest period. “Gimmicks” includ- 
ed: 
Calendar of Events—for supervisory use 
only, gave timetable for use of promotional 
material. This calendar proved a clever 
control. 
100 Per Cent’ Scroll—awarded to mem- 
bers of the supervisory staff who had 100 
per cent participation in the contest from 
those under their supervision. 
“Thought Starter’ Booklets—two pam- 
phlets designed to give employees ideas for 
their letters, also to provide them with 


some facts about the company and its his- 
tory. These were sent to employees at 
different times during the contest period. 
“Teaser’ Posters—displayed during the 
week preceding start of the contest. De- 
signed to stimulate curiosity, they gave no 
actual information about what was to come. 
“Progress” Postals—series of four cards, 
one distributed each week to employees by 
supervisors. Postals were to be filled out 
by each employee and sent to the Person- 
nel Relations Department to acquaint it 
with the employee’s progress in the con- 
test. Employees sending in these postals 
had an extra chance each week to win a 
special prize through a “Lucky Name” 
drawing. 

‘Acknowledgment’ Postals—sent to each 
employee as soon as his entry was received. 
"Success Story’ Newsletters—sent to em- 
ployees’ homes at intervals during contest 
to stimulate interest further (four letters 


scheduled). 


—Employee Relations Bulletin, National Foreman’s Institute, Report No. 234, May 24, 
1950, p. 6:4. 


Stimulating Family Readership of the Employee Publication 


HE EFFECTIVENESS of home readership 
of employee publications is a subject 
that always comes in for its share of pro 


and con discussion. Some editors and 
their managements believe in appealing 
to the home folks, while others do not. 
Sometimes there is even a difference of 
opinion between the editor and manage- 
ment within the same company. 

Do expenditures of the editor's time, 
the publication’s space, and the company’s 
money on the interests of the folks at 
home pay off—and if so, how? An exami- 
nation of hundreds of employee publica- 
tions gives evidence of a trend toward 
increasing the number of features and 
news stories directed solely to the home— 
mainly to women. 

This slanting is natural enough in pub- 
lications where a good percentage of the 
employees are women. It is a convenient 
and desirable slant for publications in the 
food, textile and other industries whose 
products are used in the home. 

The appeal to the home is not natural, 
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at first blush, to those publications edited 
for a predominantly male employee audi- 
ence. But it does exist, and there is sound 
evidence of its value. 

Family life is the core of all human 
relations. Psychologists have shown that 
the family is a major influence in deter- 
mining the course of any member of the 
group, including the worker. The editor 
of an employee publication who realizes 
this fact and works with it will reap the 
long-run benefit of a kinder feeling 
toward the company. In labor crises, in 
reducing absenteeism, in safety education 
and in promoting general morale among 
workers, a favorable influence at home 
can aid in establishing employee under- 
standing and acceptance of company 
policies. 

The following examples show what 
editors of employee publications are cur- 
rently doing to capture family interest. 

Employees Bulletin (Weirton Steel 
Co., Weirton, W. Va.): Recently ran a 4- 
page feature on the Scouts, “Better to 
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Build Boys Than to Mend Men,” high- 
lighting the home tie, as do the features, 
“Embracing All Women” and a puzzle 
page for young readers. Thus, the Bu/le- 
tin rounds out an almost complete appeal 
to specific groups in the home audience. 
Numerous pictures of children and pets 
are always published to build up appeal 
to the home audience. By acquainting the 
teen-age group with news about the com- 
pany, Weirton feels that an important 
step is taken toward dispelling future mis- 
conceptions about private enterprise. 

Atlantic Magazine (Atlantic Refining 
Co., Philadelphia, Pa.): ‘Mostly for 
Women” is another way of appealing to 
the home interest. In this section, suitably 
illustrated with photos and artwork, from 
four to six pages are devoted to homey 
subjects. The significance of this material 
is indicated by the fact that it is handled 
by a full-time Women’s Editor, Betty 
Cregar. 

Avisco News (American Viscose Co., 
Marcus Hook, Pa.): Letters to the editor 
are one thing, but the News in the March, 
1950, issue ran a “Children’s Mailbag’’ 
with letters of appreciation received from 
prize winners in a Christmas contest. For 
general home interest the News features 
“Hints for Homemakers” and fashion 
stories advertising Avisco rayon. “Hints” 
range from how to brush paint to remak- 
ing old furniture into new designs, while 
the fashion stories have the double pur- 
pose of encouraging product use and 
style-consciousness. 

Standard (Lever Bros., New York, N. 
Y.): Another example of promoting the 
product while gaining home readership 
is used in the feature, ‘From the Famous 
Spry Kitchen.” It contains a full page of 
recipes featuring one pak, by a 
different employee each month. 

Enka Voice (American Enka Corp., 
Enka, N. C.) features a Woman's Page, 


a Baby Picture Page, and a monthly page, 
“For Our Farmers and Gardeners,” re- 
plete with timely and helpful information 
for the back-yard flower or vegetable 
grower. 

GM Folks (General Motors Corp., De- 
troit, Mich.): The April issue of Folks 
contains a new “Small Folks Page’ with 
puzzles, games and creative suggestions. 
Rounding out the family appeal are two 
2-page features, ‘Listen Ladies’ and ‘‘Pic- 
tures from GM Folks.” 

Chester Ford News (Ford Motor Co., 
Chester, Pa.): This tabloid gives the back 
page over to recipes and household hints 
under the title, Paging the Home.” 


There is more to this home-interest 
trend than first meets the eye. Industrial 
editors are probing deeper beneath the 
surface of basic emotional appeals in their 
use of editorial material. Encouraged by 
far-sighted managements, these éditors are 
really tackling the human relations and 
communications problem at “grass roots” 
—and are getting results. 

Again, the reading habits of people 
who work for a living are undergoing a 
slow but phenomenal change. One point 
of continuous optimism in this cock-eyed 
world is the employee publication. The 
fourth estate in general, including news- 
papers, magazines, radio, — television, 
movies and labor press, all wail and gnash 
their teeth about the evil things of life— 
murder, divorce, atom bombs, cold wars, 
labor strife, depressions and what-not. 


On the other hand, employee publica- 
tions are unfailingly cheerful. Sometimes 
dull, stolid and plodding, lacking in many 
qualities which commercial editors con- 
sider “musts,” nevertheless, they are al- 
ways pleasant. And these publications are 
read by employees and their families with 
a higher degree of interest than that ac- 
corded most commercial publications. 


—Rosert D. BretH. Quotes Ending, May, 1950. 





A RECENT STUDY by the National City Bank of New York disclosed that among the 
100 largest manufacturing corporations in the United States, the average investment 
per employee is $12,000 and ranges from a low of $5,600 in rubber to a high of 


$41,200 in tobacco. 


—Profit Sharing (Council of Profit Sharing Industries, Akron 8, Ohio) 
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Detecting Hidden Diabetes in Industry 


RECENT SURVEYS HAVE SHOWN that there are at least a million hidden diabetics in the 
United States. Another two million people are likely to develop diabetes as they grow 
older. In 1900, diabetes ranked twenty-seventh among the causes of death. By 1945, 
it had come to be eighth among diseases as a cause of death. It is believed that this 
increase was largely the result of failure on the part of people suffering from the 
disease to get their illness diagnosed before it was far advanced. 

Untreated diabetes can be a very costly chronic illness, both to the individuals in- 
volved and to the firms and industries in which they work. But this need not be the 
case. Most diabetics whose condition is known and who aré under medical care can 
continue with their normal occupations. Only in a few cases may it prove necessary to 
shift a diabetic to less hazardous tasks. In almost every case, the known diabetic can 
remain a useful member of society and not become a charge against his family, his 
employer, or the state. 

Because of the rapidly increasing incidence of serious cases of the disease in 
America, the American Diabetes Association created a special Diabetes Detection Com- 
mittee in 1948, to organize and direct a continuing national Diabetes Detection Drive, 
spearheaded annually by Diabetes Week. 

This year, Diabetes Week is scheduled for November 12 through 18. Last year's 
campaign uncovered approximately 7,500 hidden diabetics throughout the country—a 
remarkable record for a program only in its second year of activity. It is expected that 
this year’s campaign will greatly improve on last year’s record. 

The Diabetes Detection Drive and Diabetes Week, as sponsored by the American 
Diabetes Association, is a program of the medical profession, supported and approved 
by the American Medical Association. It is planned as a public service with no public 
solicitation of funds. However, it is important to recognize that no group of physi- 
cians can conduct a successful local Diabetes Detection Drive without the assistance of 
every executive and every community leader. When a representative of the local 
Diabetes Association or Medical Society asks your firm to cooperate in conducting a 
Diabetes Detection Drive among your employees, try to assist him in every way you 
can. A successful Drive will not only assure you that undiscovered diabetics on your 
payroll are placed under treatment, but also that possible workmen’s compensation 
payments and other types of economic drain resulting from chronic illness among your 
employees will be greatly reduced, insofar as such illness is caused by hidden, untreated 
diabetes 

It is vital that your employees know why they are being asked to undergo a test fo: 
the presence of diabetes. The American Diabetes Association has prepared .a special 
article, directed to employees and designed for use in company publications and those 
of labor organizations, explaining the importance of undergoing the test. Copies of 
this article may be obtained upon application to the Association’s national office at 11 
West 42nd Street, New York, N. Y. 


Lester J. Parmer, M.D. (President, American Diabetes Association, and Chief 
of Staff and Chairman of the Board, Virginia Mason Hospital, Seattle, Wash 


UNIQUE FORM of distribution for a company publication has been achieved by the 
Weirton Steel Bulletin. In addition to some 15,500 copies which are picked up by em- 
ployees at the plants and offices of the company, some 4,000 copies are placed on the 
newsstands in Weirton, West Virginia, and Steubenville, Ohio, to be picked up by 
readers who are not employees of the company. 

Bobby soxers and their dates (possible future employees of Weirton) find the Bulletin 
in stores and soda fountains near their high schools every month; customers in cigar 
stores and at the cigar counters of drugstores find it on display; the bus terminal 
carries copies; the hamburger grill has it, as do restaurants, cafeterias and shoe-shine 
shops. 


~American Business, May 1950 
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Industrial Research Practices in 41 Companies 


DAVID BENDEL HERTZ 
and 
ALBERT H. RUBENSTEIN 


We: ARE individual companies cur- 
rently doing to meet their own re- 
search needs? Results of a recent study 
of industrial research facilities and prac- 
tices in 41 companies suggest some inter 
esting comparisons. 

First a word about the study itself. At 
the recent Conference on Industrial Re- 
search sponsored by the Department otf 
Industrial Engineering at Columbia Uni- 
versity, 60 representatives of 52 industrial 
research organizations were given a ques- 
tionnaire ge their research facilities 
and practices. e data from this ques- 
ietaniae sal the practices of 41 
companies are not necessarily representa- 


tive of general research practice but are 


interest. 

The companies represented at the Con- 
ference ranged in asset size and annual 
net sales from one million to one billion 
dollars. More than half had assets ex- 
ceeding $50 million and half did more 
than $100 million of business in 1948. 

The products manufactured by these 
corporations include: 

Yarns Chemicals 

Coal Electrical Instruments 
Food Products 
Consumer Durables 
Small Arms 


Rubber Products 
Abrasives Pharmaceuticals 


nevertheless of 


Glass 

{etals 
Paints 
Petroleum Paper Products 

The questionnaire covered many as- 
pects of the structure, personnel, facilities, 
and budgeting procedures of the research 
organization. Here, in summary, are some 
of the facts obtained: 

The top executive responsible for re- 
search is a vice president in half the firms 
studied, a research director or manager in 
the other half. Most of these top execu- 
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tives report to the president or to a vice 
president, but one out of four reports to 
the board of directors. The research or- 
ganization is represented on the board of 
directors in 18 cases, while 24 firms have 
the benefit of a research advisory com- 
composed of from four to six 
members. 


nittee 


Research includes ee in 34 
of the 41 firms, and includes engineering 
in eight. The usual ratio of professional 
to non-professional people ranges from 
about 0.6 to 1.0, with nine firms having 
ratios between 0.3 and 0.6; 20 firms 
having ratios between 0.7 and 1.0; and 
10 firms having ratios over 1.0. 

The research organization includes a 
legal staff in only nine out of 34 report- 
ing companies, but 33 out of 41 have 
their own library. This is usually staffed 
by one or two librarians, less than a third 
of the firms having a staff larger than 
two. The number of volumes in the re- 
search library varies widely—from 1,000 
to 10,000—and the number of periodicals 
subscribed to runs from less than 20 for 
13 firms to more than 200 for the top 
five. 

Twenty-six of the responding compa- 
nies have a separate research building. 
The most popular form of space division 
in research buildings among these com- 
panies is a combination of large labs and 
modules (repetitive space patterns for two 
or three research workers). 

The majority of research facilities de- 
scribed are located adjacent to or in the 
ime building with manufacturing opera- 
tions, and 21 are located adjacent to or in 
the same building with office operations. 
Only eight companies have rese arch facili- 
ties geographically separated from office 
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or manufacturing operations of the com- 
pany. Thirty-six of the research labora- 
tories are located in a city or suburb and 
most of them are near at least one univer- 
sity and a large public library. 

Most of the research organizations re- 
porting are financed by a fixed annual 
sum. Half of them charge specific projects 
directly to the operating divisions. Fifteen 
organizations add approximately 125 per 
cent of direct labor as overhead. The rest 
use some other method of costing their 
projects, the most popular of which is an 
“actual cost’’ procedure, where an attempt 
is made to allocate costs directly to the 
project on which they were incurred. 

The number of current projects per 
professional research worker run from 


slightly under one-half to almost 12, dis- 
tributed as follows: 

Number of Projects 

Per Professional Number of 
Worker Firms 
Less than 1 RNA Hise 8 
lto2. 10 
2 to 3 6 
over 3 . sas rj 

The percentage of sales spent on re- 
search last year was less than 1 per cent 
for nine firms, 1 to 3 per cent for eight 
firms, and over 3 per cent for five of the 
firms studied. 

Thirty-four of these organizations em- 
ploy research consultants. Twenty-six have 
contracted out work to universities or col- 
leges, but less than half have ever used a 
private research institute. 


Labor-Management Cooperation for Safety: 
A Statement of Principles 


COMMITTEE ON LABOR-MANAGEMENT COOPERATION FOR SAFETY* 


The President's Conference on Industrial Safety, composed of leaders of 
American business, labor, insurance, educational, and private safety organiza- 
tions, 1s dedicated to the saving of human lives, money, and production in 
industry. As a means of furthering this objective, the present Conference 
Committee on Labor-Management Cooperation for Safety commends to man- 
agement’s attention the principles set forth below. 


HE term “labor-management coopera- 
i con for safety” is construed as evi- 
dence of actual cooperation, regardless of 
method, between the employer and the 
employees in a particular establishment 
wherein, as a result of such cooperation, 
accidents have been reduced or the acci- 
dent experience maintained at a low level. 

The following are recognized as the 
generally existing patterns of management 
and labor cooperation and/or participa- 
tion in safety: 

(a) A joint safety committee or safety 
council comprising representatives of the 
company and the union, whether or not 


© Chairman Harold C 
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such arrangement is specifically provided 
for in the agreement. 

(6) A unionized company or plant in 
which the safety program is organized 
and conducted by management with 
worker cooperation and/or participation 
without the use of a joint union-manage- 
ment committee. 

(c) A non-union plant with worker 
cooperation and/or participation in the 
safety program. 

The industrial accident problem can be 
solved only by full cooperation between 
the employer and employee. 

There must be genuine participation on 


Zulauf, Vice President, Alexander Smith and Sons Carpet Co. 
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the part of all levels of management and 
employees in building and _ stimulating 
the safety efforts of the entire organiza- 
tion. This will produce understanding, 
pride in results and an appreciation of the 
sincerity and good faith of each party to 
the program. 

Based on these premises, the following 
principles are fundamental: 

1. Safety primarily is the legal and 
moral obligation of the employer. The 
employer must have a sincere and con- 
tinuing interest in providing for the 
safety of employees. This 
demonstrated by: 

(a) The initiation of a sound safety 
program with the policies, procedures and 
staff necessary to make it effective. 

(b) The provision of safe working 
conditions, machinery and equipment and 
personal safety protective devices and ap- 
parel where necessary. 

(c) The development of effective 
training programs for supervisors and 

' 
employees. 

(d) The encouragement of employee 
interest and participation by making avail- 
able channels through which employees 
may offer suggestions, advice and recom- 
mendations for the improvement of 
sarety. 

Management must have the authority 
necessary to carry out its responsibility. 


interest is 


No steps should be taken which create 
confusion and unc ertainty as to manage- 
ment’s responsibility and authority. 

2. Cooperation in the safety program 
is the moral obligation of each individual 
employee. This is demonstrated by: 

(a) Working safely at his job. 

(>) Having regard at all times for the 
safety of fellow employees. 

(c) Using his knowledge and influence 

vent accidents. 
‘alling attention to unsafe condi- 


(e) Contributing his ideas, suggestions 
and recommendations for the improve- 
ment of safety. 

3. In unionized plants the welfare of 
the employees places upon the labor union 
a moral obligation to cooperate in acci- 
dent prevention, within the framework 
of its agreed-upon participation. This is 
demonsirated by: 

(a) Taking its agreed part 
safety program in the plant. 

(4) Using its influence in encouraging 
the employees it represents to work safely 

(c) Promoting accident prevention 
through its publications, union meetings 
and educational courses, with emphasis 
not only upon plant safety but also with 
jue regard to safety in the home, on the 
1ighway, and in other activities outside 


the plant. 


in the 


( 
1 
' 


Organized Replacement Increases Plant Productivity 


ao THE past ten years, a 36 per 
cent reduction in machining man- 
hours per piece has been achieved at the 
Endicott Plant of International Business 


Machines Corporation. Over the same 
period, the company has invested several 
millions of dollars in new machine tools. 
Not all the decrease, of course, can be 
attributed to new equipment, but better 
machine tools lead to better methods, bet- 
ter tooling, and higher productivity on the 
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part of employees. It is the combination 
of all these factors that accounts for the 
decrease and convinces management that 
“there's no better paying investment than 
the right tools for the job.” 

With the exception of special-purpose 
equipment, practically 100 per cent of the 
machine tools of the Endicott plant have 
been replaced since 1945. This has been 
done through the normal operation of a 
replacement program that has developed 
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gradually over a number of years. 

In its present form, IBM’s program has 
seven salient features: (1) One man is in 
full charge of all equipment activities. 
(2) Manufacturing men get the latest 
information on machine-tool develop- 
ments. (3) Equipment recommendations 
are based on group thinking. (4) Man- 
agement is informed of replacement op- 
portunities. (5) Dollar savings are not 
the only criterion for equipment pur- 
chases. (6) Expense records are kept on 
every machine tool in the plant. (7) The 
equipment engineer reports directly to the 
plant superintendent. 

The man who heads up this program 
in each of the company’s plants is the 
equipment engineer. It is his duty to 
direct and coordinate all activities pertain- 
ing to the purchase or sale of machine 
tool equipment. He is the equipment spe- 
cialist of the plant, and full responsibility 
for determining what equipment to buy 
rests with him. As has been pointed out, 
he reports directly to the plant superin- 
tendent and thus is a part of the manufac- 
turing organization. 

Whenever a new idea turns up, the 
equipment engineer sees to it that pro- 
duction executives, tool engineers, meth- 
ods engineers, department managers, and 
all interested plant personnel are in- 
formed. Should the idea seem attractive, 
he obtains full information from the 
manufacturer, conferring with the area 
representative if necessary. He then ob- 
tains IBM cost figures for the jobs in 
question and holds a meeting of all plant 
men who are responsible for tooling and 
production on operations that will be 
affected. In this way, the ideas and re- 
quirements of all a involved in the 
>roject are made known and the possi- 
bilities of overlooking considerations that 


have an important bearing on the pro- 
posal are minimized. 


In many cases, a decision as to whether 
to go ahead with the project can be 
reached quickly; in others, questions are 
raised that require additional checking 
or perhaps even arranging to send work 
for test runs in the manufacturer's plant. 
But when the decision is made, IBM 
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knows that all reasonable steps have been 
taken to make sure that anticipated bene- 
fits from the machines will be realized. 

The next step is to present the pro- 
posal to top plant management. Final cost 
figures are prepared and entered in an ap- 
propriation form, along with any other 
factors pertinent to the project. Upon 
approval, the equipment engineer pro- 
ceeds with the purchase. 

It should be emphasized that dollar 
savings are not the only criterion for 
judging a proposal to purchase new equip- 
ment. Likewise, there is no set “payout 
period’” in which a machine tool must 
pay for itself out of savings. Each pro- 
posal must be judged individually, and 
no fixed formula has been found that will 
satisfy the varied requirements of IBM’s 
equipment needs. 

In many cases, of course, savings are 
the reason for replacement. However, 
quality, safety and maintenance are three 
other sound reasons for replacement, and 
the company has purchased new equip- 
ment for one of these reasons, even 
though no direct labor savings were 
realized. 

Quality standards are high, and ma- 
chine tools must be capable of meeting 
these standards consistently. If Quality 
Control points out that any production 
unit is a poor performer, the result may 
be replacement of the unit, assuming un- 
controlled factors are not present. The 
same is true as regards safety and main- 
tenance. Any machine or device that re- 
duces the possibility of accident is given 
careful consideration. 

To keep track of maintenance expense, 
[BM has a tabulating card file in which 
every machine in the plant is listed, to- 
gether with auxiliary equipment or attach- 
ments that go to make up the complete 
production unit. Expenses assignable to 
each machine are entered by accounting, 
and a complete report of the mainten- 
ance cost on each machine is forwarded 
to the equipment engineer once each year. 
Excessive costs are questioned and may 
result in replacement of the machine. 

The individual department manager 
still remains one of the most important 
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figures in the entire replacement program. 
Many suggestions relating to any one of 
the four major reasons for buying a new 
machine come directly from operating su- 
pervision. Recognizing this, IBM sees to 
it that direct-line supervision is well in- 


formed. In addition to advices from the 
equipment engineer, visits to manufac- 
turers’ plants are arranged for demonstra- 
tions of equipment.’ Attendance at so- 
ciety meetings and exhibits also is en- 
couraged. 


-MILEs J. ROWAN. American Machinist, August 21, 1950, p. 97:3. 


Is Your Safety Eye Wear Safe? 


THERE IS increasing evidence that substandard safety eye wear is being used in numer- 
ous plants throughout the counry. This is a situation which calls for correction at 
any time, but especially now, when high production is so vitally necessary and con- 
servation of manpower even more so. 

Protective eye equipment must be” standard. It must be designed to meet specific 
hazards, it must be made according to accepted specifications, and of stated quality 
of materials. Otherwise it cannot and does not properly protect and serve the interests 
of the employee or the employer. 

It has been found that in the main small plants without benefit of safety personnel 
or professional eye consultants have too often been influenced by nonprofessional 
factors in choosing safety eye wear. They have not been fully aware of the importance 
of adhering strictly to the standards and practices formulated by experts in the field. 

It is sometimes difficult to get the cooperation of employees in observing the safety 
rules. Occasionally an employee expresses a liking for a type of eye wear which is 
not approved. Here the safety man, in order to protect the employee with something 
he will wear, may yield. This is bad practice as it cancels out prestige of authority, 
negates the safety rules, and carries by word of mouth to other plants. 

Unsafe protective eye equipment sometimes gets into a plant because an outside 
personal contact (friend or relative) may want to introduce merchandise of an inferior 
quality which management and/or the safety man may not even realize is inferior. False 
economy also influences procurement of protective eye wear. Those rsponsible for 
safety programs should not be forced by management to purchase materials solely on 
the basis of price if this means obtaining substandard equipment. 

The man responsible for safety in industry is the key to a successful and ethical 
program utilizing eye wear. When his responsibility for specifying safety requirements 
is subordinated to other factors, or when he permits dilution of his responsibility, the 
basic principles for safeguarding employees are tragically jeopardized. Management 
should insist on the use of standard quality protective eye wear. The support so 
given to safety, ethics and plant procedure is of tremendous value. 


—Hepwic S. Kuun, M.D. Transactions of the American Academy of 
Opthalmology and Otolaryngology, March-April, 1950 








AMA PRODUCTION CONFERENCE 


The Fall Production Conference of the American Management 


Association will be held on Monday and Tuesday, December 11-12, 


at the Hotel Drake, Chicago. 











October, 1950 








Se te 


~ Marketing Management’ ’ 


The Handling and Follow-Up of Product Inquiries 


OW VALUABLE should a company 
H consider inquiries about its products? 
That inquiries are considered important is 
evidenced by the lively interest in methods 
of follow-up shown by the majority of 
companies participating in a recent survey 
by the Sales Methods Committee of the 
American Supply & Machinery Manufac- 
turers’ Association. It is also apparent from 
the replies that these companies not only 
regard good follow-up as of prime impor- 
tance but are seeking ways and means 
to improve their present systems. 


Of the 59 Association members reporting 
in the survey, all but five have regular fol- 
low-up systems. Twenty-eight companies 
handle inquiries direct, sending complete 
information, including literature, prices and 
name of nearest distributor, while 26 com- 
panies acknowledge the inquiry and refer 
it to a branch, salesman, or distributor for 
answer. 


An essential practice in any good follow- 
up system is the sending of a copy of the 
acknowledgment or quotation to the terri- 
torial salesman or the distributor selected. 
Forty-three companies send copies to their 
territorial salesman and 42 send them to 
the distributor. Five use special forms to 
notify their sales and/or distributive rep- 
resentatives—a time-saver generally favored 
by companies which answer a considerable 
volume of inquiries by form letters and 
literature. 


It is perhaps significant that while 27 
out of the 59 companies expect the terri- 
torial salesman to follow through on these 
inquiries, only 22 require a report from 
him, three require a report from the dis- 
tributor, and only eight follow up 
the home office until 


from 
report is obtained 

Three main requirements can be estab- 
lished as the essentials of any good sys- 
tem: (1) systematic handling of ingqu 
in home office, 


irles 
(2) systematic follow-up 
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with territorial salesman and distributor, 
and (3) systematic follow-up with sales- 
man or distributor. These requirements 
are simple and obvious, but experience 
shows that they are widely violated. 

For example, sales executives of one com- 
pany did not know whether inquiries re- 
sulting from advertising were handled by 
Advertising or by Sales. Actually, they 
were handled indiscriminately by either, 
depending upon how they were distributed 
by the mail clerk. Those handled by Ad- 
vertising were sent a form letter and ap- 
propriate literature, were recorded on a 
prospect list, then sent to the file whether 
or not there was anything that required 
a special answer, while others exactly like 
them, when sent to Sales, received a per- 
sonally dictated letter with appropriate 
literature, and a copy was sent to the ter- 
ritorial salesman. 

A simple change in procedure routed 
all inquiries to Advertising, where the large 
percentage that could be answered by form 
letters and literature were disposed of, and 
only those requiring special attention were 
then routed to Sales. 

In devising or improving a system, the 
following questions should be investi- 
gated: 

1. What do our inquiries cost? It is sur- 
prising how many manufacturers do 
not know how many inquiries their 
advertising produces nor what the cost 
per inquiry is. Find this out and im- 
press upon everyone the fact that each 
inquiry costs ““X" dollars and must be 
treated with respect. 

Who should handle inquiries? In some 
cases Advertising, in others, Sales—or 
it may be necessary to divide accord- 
ing to type. Analyze your inquiries and 
set up a procedure. 
Should we record inquiries? Most 
concerns advertising to the consumer 
know the value of records to Advertis- 
Ing in media selection. Concerns re- 
iving few inquiries may elect to omit 
records but should first ascertain their 
value. 
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Can we "“formalize’ our replies? 
Where volume is large, form letters 
are a necessity and in other cases time 
can be saved with standard literature 
and form letters. But make it a real 
sales letter—make your reply sell. 

Can we “qualify’ our inquiries? In 
volume inquiries this is difficult, but 
every effort should be made to deter- 
mine whether an inquiry is a ‘good’ 
one before following up through Sales 
or Distribution. 

Should we give the names of distribu- 
tors? Companies handling volume re- 
quests usually send a dealer list to 
prospects. Detailed handling of this 
—_ depends on the type of dealer, 
ut some attempt should be made to 
tell the prospect where to buy. 

Should we notify salesmen? Where 
volume is large, this could waste the 
salesman’s time on poor leads, but 
where leads can be qualified, some pro- 
cedure should be used to notify the 
territorial salesman. 

Should we notify distributors? Same 
answer as No. 7. 

Should we use special distributor nott- 
fication forms? If volume warrants, 
especially where forms are devised for 
automatic follow-up. 

Should the home office or the salesman 
select distributors? The salesman 
should be able to distribute inquiries 
to better advantage than the home 
office, but both systems are used and 
both seem to work. 


Should we follow up the distributors 
direct? Although most follow-up on 
distributors is through the terri- 
torial salesman, it is a “hit or miss” 
matter. A simple follow-up system 
with distributors often results in sales 
which might otherwise not be made. 

Should we require a distributor report? 
Follow-up as in No. 9 will generally 
result in a report. If an inquiry is 
worth sending out, it is worth finding 
out whether the order was obtained. 

How can we insure distributor follow- 
up? Follow sim up, and put your 
salesman to work on him when he 
doesn’t report. If he doesn’t cooperate, 
maybe you need another distributor. 
But find out how your distributors 
follow up your inquiries—many of the 
responding firms didn’t know how 
their distributors follow up inquiries. 


Every member of your sales department 
should be aware of the cost of individual 
inquiries (expenditures of advertising, etc.), 
so that they will not only follow up in- 
quiries with the distributors, but will real- 
ize the value of them. It will pay you to 
examine your present procedure, keeping 
in mind the foregoing, and determine the 
best method of handling your particular 
inquiries. Having established the method, 
the follow-through will pay real dividends. 


—Sales Methods Report No. 3, American Supply & Machinery Manufacturers’ Associa- 
tion, Inc., 1108 Clark Bldg., Pittsburgh, Pa. 


Manage Your Trade Marks 


T HAS long been recognized that the 
i trade marks of a business organization 
are among its most valuable assets. Here 
are some suggestions for according them 
the kind of treatment they deserve. 


I—Set Up a Trade-Mark Manager. 
There may 4 several ways to supervise 
and coordinate the use of trade marks, 
depending on the company’s size, as well 
as on the complexity and diversity of its 
products. 

a. A company trade-mark committee, the 


chairman of which would cooperate with 
external trade-mark counsel. 
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b. A competent person having responsi- 
bility for trade-mark protection, who also 
has general supervision over advertising 
and works with the company’s external 
trade-mark counsel. 

c. An experienced resident trade-mark 
attorney (who could be a member of 
the firm’s patent staff), who works 
closely with the advertising and sales 
executives. 

A trade-mark attorney for managing the 
trade marks, with basic policies con- 
trolled by a trade-mark committee. 


The trade-mark manager or supervisor 
recommends objectives and policies to 
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protect the firm’s investment in trade 
marks or service marks. He advises sales, 
merchandising and legal executives in the 
use of trade marks. He solicits registra- 
tion of trade marks or service marks and 
studies court decisions affecting trade 
marks or service marks. He investigates 
infringements and recommends litigation 
in cases where infringers fail to cease 
their practices when requested. 

He reviews trade and technical journals 
covering the field of the firm’s activities 
to keep informed on trade mark practices 
in the field. In addition, he maintains a 
file of trade marks or service marks in 
use by others in the ficld; keeps a file of 
trade marks used in export business, by 
country, goods, etc.; and uses, as required, 
the United States Patent Office searches 
(there are excellent private search sources 
to supplement the Patent Office). 

He also consults external counsel for 
specialized service and advice, and co- 
operates with or on the company’s trade- 
mark committee. He keeps a file of the 
firm's selected advertisements to show 
the use of trade marks over the years, 
and above all, he glorifies and dramatizes 
the firm’s trade marks in the internal 
house organ and external trade periodicals. 

Il. The Trade-Mark Manual. A trade- 
mark manual could be used to outline 

-Abraham S. Greenberg 


some of the things which are to be con- 
sidered in the use of existing and pro- 
posed trade marks. The nature of the 
trade-mark manual will vary from firm 
to firm, and much depends on the charac- 
ter of the industry or service field. The 
purpose of the manual is to standardize 
usages, practices and procedures in con- 
nection with trade marks, corporate names 
and signatures, for the information and 
guidance of all personnel of the firm and 
its domestic and foreign subsidiaries. 

Responsibilities for compliance should 
be assigned to the heads of advertising 
departments of the firm, its divisions and 
subsidiary companies. They should be 
responsible for conformance of adver- 
tising, publicity and other printed matter 
having external distribution with the 
manual standards specified. Similarly, the 
heads of commercial departments should 
be responsible for trade-mark usage, as 
specified, upon merchandise and con- 
tainers. The heads of departments and 
companies dealing with distributors and 
dealers should be responsible for effecting 
authorized use of trade marks by such dis- 
tributors and dealers—whether on their 
stationery, in advertising or otherwise— 
and should enlist the necessary aid in 
stopping unauthorized use. 


Trade Mark Information Service Reports, Vol. 6, No. 14, 


Mar. 27, 1950. 





Sales Forecasting 


Sales Analysis and Control 


Street, New York 18, N. Y. 





SPECIAL MARKETING SEMINARS 


A series of seven Marketing Workshop Seminars will be held at 
the Hotel Roosevelt in New York City on Wednesday through 
Friday, November 8-10. Discussion topics are: 


Organization and Administration of the Sales Department 


Selection and Training of Salesmen 
Planning and Control of the Field Sales Force 
Sales Compensation Methods 


The Marketing Research Department in Action 


For program or further information, write Marketing Seminar 
Secretary, American Management Association, 330 West 42nd 
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Cost of Keeping Salesmen in the Field 


THE cost of keeping salesmen in the field is still on the upgrade. A new survey made 
by Sales Management in May covering 300 representative companies in a wide variety 
of industries reveals that the average cost of keeping a man on the job in a metro- 
politan center is now $13.20 a day. This compares with $11.75 a day as revealed in a 
similar survey made in May, 1947—or an increase of 12.3 per cent. 

The average cost of keeping a man in a small city is now $10.31 a day as compared 
with $9.09 in 1947, or an increase of 13.4 per cent. 

In this survey, for the first time, Sales Management inquired into the cost of keep- 
ing executives in the field. Average cost per day in a large city, $19.34—in a small 
city, $14.27. 

A check on sales executive travel during the past year shows that management men 
have been on the move: 127 sales officers reported an estimated total of 3,806,250 
miles traveled, or an average of 29,970 miles each. Of this mileage, 2,253,070 (59 
per cent) was by air. 

Other findings: Favored period for filing expense account vouchers is weekly— 
about 61 per cent of the companies reporting follow this plan. 

Seventy per cent of the companies leave the matter of entertainment expense to the 
salesman but check his expense account carefully on this item, while less than 10 per 
cent allow no expenses for entertainment. 

The rising awareness of the need for proper retirement and pension coverage for 
salesmen shows up in the survey. Slightly more than half of all companies reporting 
on this question have established such coverage for their men. 

There seems little doubt that companies today are tending to be slightly more liberal 
in their expense account policies than they were 10 years ago because they recognize 
the relationship between a man’s feelings of well-being and his morale. 


—Sales Management 7/1/50 


Do Salesmen’s Reports Waste Time? 


IF YOU have a sneaking suspicion that your firm's call reports develop writers instead 
of salesmen, review your system to see how many of these points you can honestly 
check off: 

1. Are forms made easy for the salesmen to use by listing routine information for 
general checking purposes? 

2. Are they easy to tabulate—by hand or mechanically—for quick action? 

3. Does management act immediately on all requests made in reports? 

4. Do salesmen understand that the tabulations help them as well as their super- 
visors and branch managers? 

5. Do reports require only usable and pertinent information? 

6. Do they require enough necessary sales and market information such as: 

Request to place account on mailing Type of account. 

lists. Name, title of contact seen. 

Request for special services. Potential of account, if new. 

Report on competition. Estimated value of order. 

Contract expirations. Reason for no order. 

Key personnel changes. Customer complaint. 

age Eh cad Date of next call. 
Changes in inventory situation. 


List of sales aids used on call. 
Information of interest to other 


d ‘ Services rendered on call. 
branch offices, in split accounts. Promotion material requested by ac- 


Information on product design count. 
changes, for other departments in Special prices quoted. 


company. Request for accompaniment on next 
Place of call. call. 


—Modern Industry 
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Improving Relations Between Salesmen and Purchasing Agents 


PURCHASING AGENT can help a good 
A salesman to become a better sales- 
man. A salesman can help a good buyer 
to become a better buyer. Both will profit 
if they will take time to acquire better 
understanding of each other's problems. 

The following is a recommended list 
of what each wants from the other and 
should be getting for maximum efficiency 
of both parties. Some of these things 
should be obvious but are often ignored 
by both parties. 

This is what the purchasing agent 
wants from salesmen: 

1. Interviews by appointment. When 
a lengthy presentation is mecessary, an 
appointment permits the buyer in many 
cases to schedule his time so that it will 
not be necessary to rush the interview. 
This eliminates a second call when one 
should be sufficient. 

2. Punctuality. Tardiness may cause 
conflict with appointments of other sales 
representatives. 

3. Respect for scheduled calling hours. 
The salesman should realize the buyer 
has much routine work which must be 
done each day. Visiting hours are estab- 
lished in lieu of appointments in some 
companies to take care of this situation. 

4. Contact through the purchasing de- 
partment. Contact with other departments 
should be made through the purchasing 
department. The good purchasing agent 
will willingly arrange any necessary meet- 
ings with interested individuals in his 
organization. 

5. A sales presentation. This is some- 
thing that all purchasing agents appreci- 
ate, yet the salesmen who make such for- 
mal presentations are definitely in the 
minority. 

6. Emphasis on the merits of the prod- 
uct. Some salesmen calling upon buyers 
open the conversation by saying they are 
very well acquainted with “the boss.” 
This sort of approach hurts the salesman. 
The buyer suspects that the salesman’s 
product may not be as good as his con- 
tacts. 
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7. A “customer's representative.” A 
good salesman usually acts as the cus- 
tomer’s representative when dealing with 
the salesman’s company. He knows the 
customer’s requirements and the vendor's 
ability to satisfy them. If the requested 
material is not available, the ni 
should know whether one of his com- 
pany’s other products will be satisfactory, 
at least for an emergency. 

8. Prompt replies to requests for in- 
formation. 

9. Honest market information. An es- 
timate of future conditions is always sub- 
ject to error, but the buyer expects truth- 
ful information so that he may purchase 
wisely. 

10. Information about how other cus- 
tomers are using the product—especially 
if it is a mew product. Lists of users are 
frequently attached or included in cata- 
logs. But it is much more impressive if 
the salesman (when the use is not con- 
fidential) will tell his prospective cus- 
tomer of similar organizations using the 
product. The buyer wants such informa- 
tion. He may even ask to see the product 
in the process of being used by another 
company. 

The salesman, however, is not the only 
one who needs to cooperate better. This 
is what the salesman wants from pur- 
chasing agents: 

1. A prompt and courteous reception. 
The salesman’s time is valuable to him- 
self, his company and its customers. His 
time should not be wasted by an inefh- 
cient system of handling vendor repre- 
sentatives. If an agent has no time for 
an interview, the receptionist should ask 
the salesman about the nature of his call 
and advise him that someone else will see 
him. 

2. An opportunity for a sales presenta- 
tion. Some buyers interview salesmen in 
the reception room, where some of the 
salesman’s competitors may also be wait- 
ing. This is unsatisfactory and unfair to 
the salesman. Furthermore, the salesman 
cannot make a good presentation if the 
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buyer is continually looking through 
papers or placing telephone calls. 
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3. Facts about company buying poli- 
cies. In some companies certain items are 
purchased through a single or very limited 
group of vendors. Perhaps reciprocity is 
a factor. The time of seller and buyer will 
be conserved if the seller is advised of 
these buying policies on his first visit. 
4. Facts about the buyer's needs or 
how the product is to be used. Most 
salesmen are specialists in the use of their 
products. If they are freely consulted 
they can usually offer worthwhile advice 
on better product uses. When a product 
wanted by the buyer is not available for 
any reason, the salesman’s knowledge of 
his customer’s use of the product may 
permit him to recommend a substitute. 


5. Correct specifications. Do not offer 
unnecessary specifications to vendors who 
wish to submit bids. If the acceptable 
tolerance is 1/100th of an inch, a speci- 
fication calling for 1/1000th of an inch 
may cause considerable machining and 
fabricating difficulty. This consequently 
raises the price to the buyer. 

6. Maximum time in filling orders. 
Some buyers ask for immediate delivery 
when it is unnecessary. The buyer should 
realize the difficulties and extra expense 
incurred. The seller is much more likely 
to go all-out for the customer who usually 


orders ahead than he is to help the cus- 
tomer who always wants special considera- 
tion. 

7. Reasons why he has not received an 
order. Considerable time and effort may 
go into preparing a quotation submitted 
in response to an inquiry. If the order is 
awarded to another vendor, the seller is 
acting properly when he inquires whether 
the order has been placed, and if so, the 
reason he did not receive the business. 

8. Permission to secure proper con- 
tacts in the buyer’s organization. Many 
purchasing departments are lax in provid- 
ing the salesman with proper contacts in 
the company. If the salesman cannot see 
the operating and other department per- 
sonnel through his calls on the purchasing 
department, he will soon be by-passing the 
purchasing department. 

9. Notification of defective material. 
When a buyer receives defective material 
and simply stops purchasing a supplier's 
product without explanation, the sales- 
man has not had a full chance to prove 
that his company can produce a satisfac- 
tory product. 

The purchasing agent or buyer is in a 
position to be one of his company’s best 
salesmen or public relations officers. The 
treatment a salesman receives in the pur- 
chasing department is reflected through- 
out the community or area as the various 
salesmen travel and compare notes. 


—J. E. COLEMAN. Industrial Marketing, August, 1950, p. 65:2. 


Salesmen’s Earnings in 1949 


SALESMEN’S EARNINGS in 1949 failed again to keep pace with the rise in earnings of 
hourly workers, according to a recent study by the Conference Board. In fact, while 
hourly earnings were higher than ever before at the start of 1950, salesmen’s earnings 
suffered a slight setback, according to a survey by The Conference Board of 238 
manufacturing companies. The median figure for “‘average’’ salesmen’s earnings in 
1949 was $5,831, a 3.2 per cent decrease from the 1948 survey median of $6,023. 

Earnings of salesmen in almost 60 per cent of the companies in last year’s survey 
were increased over the previous year. But only 47.1 per cent of these companies 
show corresponding increases in 1949. Wheras 27.2 per cent of the companies in 
last year’s survey showed decreases from salesmen’s 1947 earnings, this year 34.9 per 
cent show a decrease. Not only are fewer increases noted, but the amount of increase 
earned by the average salesman in 1949 was somewhat lower. 

Biggest increases in the earnings of average salesmen occurred in the building- 
materials and automobile industries. The largest decreases are found in the machinery, 
textile, food and chemical, drug and dye industries. 
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Making Administrative Overhead Flexible 


HE PROBLEM of cutting costs has been 
T. familiar one to controllers for as 
long as the function has been in existence. 
However, experience has convinced some 
of the old timers that the easy way may 
not be the best way to cut expense. A 
flat cut of a given percentage across the 
board is likely to cripple the very activi- 
ties of a business which may be its best 
defense against adverse trends. 

Recently the Controllership Foundation, 
Inc., research arm of the Controllers In- 
stitute, made an intensive study of prac- 
tices in 20 member companies in order 
to determine what controllers are doing 
to make administrative overhead more 
flexible.* Specifically, answers were sought 
to the following questions: What depart- 
ments can be pared without hurting es- 
sential management activities? How can 
legitimate savings be achieved through 
improved methods? What types of man- 
agement incentives will get the managers 
of departments really interested in reduc- 
ing overhead? Is decentralization of man- 
agement effective in achieving careful 
measurement of salaries and attendant ex- 
penses against the results accomplished; 
or is centralization in strong staff groups 
more economical ? 

A variety of approaches were found in 
the companies studied, but there was uni- 
form agreement among controllers on the 
need for minimizing wasteful practices 
in administrative departments. 

Per cent Cut Programs. A fundamental 
cost-reduction problem is summarized in 
one controller's definition of overhead: 
“Those salaries and expenses in the other 
fellow’s department which we think ought 
to be reduced.” This problem always 
arises when management sets out to re- 
. Meeting the Challenge of the Buyer's 
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duce each administrative department by 
some flat percentage. Each division head 
then zealously rushes to the defense of his 
activities, and strives to protect the status 
quo in his personal domain. 

One chemical company, finding itself 
faced with a sales slump after five years 
of continuous expansion of plant and 
product lines, has decided to consolidate 
its position for the present. Further ex- 
pansion is being deferred. Each division 
head has been requested by top manage- 
ment to plan a force reduction to save 
somewhere around 10 per cent over-all 
in the cost of his department, recognizing 
that this percentage will vary between de- 
partments. The reduction is being 
achieved by elimination of functions not 
absolutely essential to the effective opera- 
tion of the business and by the pri 
tion of existing functions. Any termina- 
tions of personnel have been based on a 
careful personnel review. The largest 
saving was accomplished in the Engineer- 
ing Department, where curtailment in this 
case would obviously have been substan- 
tial because of the cessation of the plant 
construction program. Current control of 
overhead is continuing to be achieved by 
budgeting each administrative department 
for six months ahead, and by giving each 
department head a monthly comparison 
of all expenses charged to his department 
as compared with his budget. Meanwhile 
more careful project control is being set 
up on new engineering and research, with 
periodic review of results before research 
allocations are renewed. 

Variable Budgets. Several companies 
are using variable budgets for administra- 
tive and service departments. These pro- 
vide salary, wage and expense allowances 
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for each department in terms of some 
ready measure of the activities of the de- 
partment. It is claimed that monthly com- 
parisons of actual expenditures quickly 
flag an unfavorable relation of a depart- 
ment to its work load, and lead to correc- 
tive measures. 

An automotive and electrical equipment 
manufacturer uses variable budgets for 
sales and accounting departments, with 
the dollar sales determining the expense 
allowance. Timekeeping and payroll de- 
partments have allowances based on fac- 
tory activity. The personnel or industrial 
relations departments are budgeted against 
the number of employees on the payroll, 
since the clerical work and number of 
personnel transactions, etc. should follow 
this quite directly. The research engineer- 
ing department has its allowances set on 
the dollar total of authorized projects, or 
in some cases the manhours required to 
carry them out. Similarly, the production 
engineering staff is budgeted by the dol- 
lar sales of the products on which it 
works. 

Control by Forecast. Some of the com- 
panies studied believe they control admin- 
istrative overhead more readily through 
predetermining it in connection with reg- 
ular profit and loss forecasts. This, they 
say, furnishes control in advance, whereas 
waiting for a statement of actual expense 
vs. budget, which may be available ‘any- 
where between the tenth and twentieth of 
the month following, merely flags the 
overage after the money has been spent, 
and corrective measures still must be 
taken. 

A maker of rubber and plastic products 
has a forecasting method for salary over- 
head, which keeps it closely geared to 
operations as planned. An important fea- 
ture of this company’s profit and loss fore- 
cast is its standard organization budget. 
This is usually prepared annually, but is 
being revised in mid-year in view of the 
company’s changing business outlook. 
This standard organization control is in 
effect a personnel management table for 
each department. Individual schedules 
ee the number of salaried employees 
allowable in terms of the level of activity; 
and this manning table (number of peo- 
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ple by types of position) is then multi- 
plied by the median evaluated rate of each 
job. The Executive Committee then re- 
views the schedule, and may adjust proj- 
ects and the salaried personnel allowed 
for them, and thereby supplement the 
budget for those departments whose ac- 
tivities should vary directly with the plan- 
ned level of operations. Any adjustments 
as to number of persons employed are 
made by deferring hiring or replacements, 
accelerating retirements which may have 
been deferred during more active periods, 
and as a last resort, forced reduction. 

Clerical Cost Surveys. Many controllers 
have noted that clerical costs have mount- 
ed well beyond their prewar levels. They 
are curtailing them by several means, 
such as: methods studies, use of mechan- 
ized accounting equipment, consolidation 
of separate units, and outstandingly, by 
the elimination of duplicate records and 
activities. 

Some firms have successfully applied 
flow-charting and time-study methods 
similar to those used in factories to the 
study of clerical operations. With this 
information, they reload the jobs so that 
the operator then does just one kind of 
work instead of several, and set for each 
job a reasonable daily work-load. Excess 
personnel is absorbed through transfers, 
while new hiring is curtailed. No layoffs 
are made—and the office workers are as- 
sured of this when the job is begun— 
but the natural turnover of clerical help 
is used to get down to par figures. This 
method of clerical cost control is claimed 
to bring savings ranging between 20 to 50 
per cent in various industrial, commercial 
and banking firms to which it has been 
applied. 

A machine tool manufacturer is saving 
$50,000 a year through scaling his pro- 
duction planning department down from 
100 to 42 persons. This was done by the 
more effective use of routing slips and by 
improving the production control. Twen- 
ty expediters in the plant were found 
unnecessary. This is but the clerical side 
of streamlining production flow and op- 
erations, but in this case, the alert con- 
troller moved in on his opportunity. 

Several companies have been successful 
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in cutting their costs of order handling, 
through study of methods and work flow. 

A garment accessory manufacturer has 
cut the cost of handling individual orders 
from $1.50 to 50 cents through methods 
simplification and improved routing pa- 
pers. 

Some controllers are effecting savings 
through abolishing their unit or detailed 
records when they find duplicate records 
in operating departments. They still re- 
tain dollar control and inventory checks, 
but save on clerical expense through mak- 
ing the _— department fully re- 
sponsible for the detailed records of unit 
quantities in inventory. 

Decentralization. Some companies are 
cutting down the scale of their staff ac- 
tivities by decentralizing them to operat- 
ing plants. In other cases this takes the 
form of breaking up a central administra- 
tive staff into a divisional organization 
established by major product divisions. 
These instances were mostly in multi-plant 
corporations, though the transition to a 
divisional setup was also encountered in 
one very large plant with several product 
lines. 

A textile concern has announced its 
plans to decentralize control of its opera- 
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ROBERT C. TYSON, Comptroller 
United States Steel Corporation 
A COMPANY hires a youth at the age of 
20 and agrees with him at the time 
that he will have a pension beginning 45 
years later, when he stops working. And 
now the questions start popping up: How 
much will the pension be? Will he live 
45 years more? Will he stay with the 
company? Where is the money to come 
from to pay his pension? How is it to be 
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tions, heretofore centralized in its New 
York office. General managers are being 
appointed for each division, and this set- 
ting up of divisional staff will eliminate 
all headquarters staff functions which are 
found unnecessary. In this firm a reduc- 
tion of overhead salaries and expense 
totaling more than $2,000,000 yearly is 
anticipated as a result of this program. 

A farm equipment manufacturer has 
been seeking economy at both staff and 
divisional levels. He writes, “Our com- 
pany started about a year ago to impress 
upon the operating managers of our sev- 
eral divisions the importance of achieving 
greater economy in current operations, 
putting stress at that time on the restudy- 
ing of all reports and clerical services, 
upon the closer budgeting of burden ma- 
terials and upon closer auditing of our 
purchasing practices with a view to reduc- 
ing the cost impact of purchased materials 
and parts... Within recent months we 
have added another idea to this economy 
program in that we have asked our operat- 
ing people to examine critically the cost to 
them of the staff functions of our com- 
pany and to raise objections to such costs 
where they feel they are not getting value 
received.” 


Company Pension Problems 


provided? These are only some of the 
questions which multiply in number and 
complexity as soon as you begin to con- 
sider pensions. 

Who is to answer these questions and 
answer them before the pension arrange- 
ment is made? In the eral analysis, all 
such questions can be answered only in 
terms of records—records of people, their 
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mortality, their turnover in employment, 
their probability of disability, their nor- 
mal advancement in the pay scale, their 
survival spans in retirement, the normal 
growth of the business and its employ- 
ment, the sources of funds, and so on. 

These are the things which accountants 
and their actuarial counsels are in a posi- 
tion to know more about than are any 
Other groups on the management team. 
Pensions, therefore, are matters that pre- 
sent both opportunities and obligations to 
the accountant. 

In deciding upon a pension plan, the 
first thing to be determined usually is the 
bases upon which the actual amounts of 
pension payments are to be determined. 
An immediate next consideration is the 
cost, and whether or not the company can 
stand it. Depending on the cost, the bases 
are subject to reconsideration and revision. 

Once the bases for granting pensions 
have been proposed, trained actuaries can 
determine within reasonable limits the 


dollar amounts to be paid to prospective 
pensioners in years to come. The account- 
ant had best rely upon the skilled actuary 
for such estimates, supplying to him the 


necessary company records of employee 
numbers, sex, age distribution, compensa- 
tion and turnover. 

The accountant is then confronted with 
the necessity of determining the methods 
of meeting the cost of pension payments. 
There are a number of methods of provid- 
ing for this cost. One is to operate the 
pension plan on what has come to be 
called the ‘‘cash disbursement’ basis. A 
second method makes no provision for an 
employee's pension during his active serv- 
ice, but pays into a fund at the time of his 
retirement an amount of money which 
together with the interest it should earn, 
is calculated to be sufficient to pay his 
pension over his remaining life. 

A third method is that which meets 
the minimum funding requirements under 
the U. S. Treasury Department tax regu- 
lations. This minimum requirement is that 
the past service cost at the effective date 
of the plan must not be permitted to 
increase. Stated another way, the annual 
future service cost must be met in full, 
and an amount at least equal to the inter- 
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est on the past service cost, at the rate 
assumed in actuarial estimates, must also 
be met. This method starts out by recog- 
nizing that the current cost of an employ- 
ee’s service is greater than the amount 
currently paid to him as wages because as 
he works, he concurrently establishes a 
possible claim to a pension. In a sense 
this is a claim to more pay for the same 
work; it is therefore deemed a part of the 
cost of that work and hence a part of the 
cost of the product currently resulting 
from that work. 

Under this method, the actuary com- 
putes for the employees as a group the 
probable pensions that will be paid to 
surviving members of the group. He next 
determines an amount which, if paid into 
a fund currently, will, with the interest 
earned by the fund, provide the amounts 
necessary to pay the pensions to the sur- 
vivors of the group, based on their service 
rendered subsequent to the installation of 
the plan. 

This annual amount is the item which 
is given the name, “normal or future 
service cost.” This cost does not provide 
for any pension payments based on service 
rendered prior to the installation of the 
plan, for which employees may be retro- 
actively entitled to credit for pension pur- 
poses. Consideration of the means of 
providing for pensions based on service 
previously rendered and of their cost has 
caused the greatest confusion and greatest 
controversy. 

If the clock could really be turned 
backward and the company could state its 
costs all over again, it would have pro- 
vided in the past for the same normal 
cost of that prior period, as it now begins 
to provide Pe the future. On the date 
the plan is installed, the company would 
then already have provided sufficient 
funds which, together with interest al- 
ready earned and to be earned thereon, 
would meet that part of the cost of future 
pensions based on service rendered prior 
to the start of the plan. The amount of 
this hypothetical fund at the date the plan 
is installed is the item to which is given 
the name, “‘past service cost.” Meeting 
the interest requirements of this fund (in 
addition to providing the normal or fu- 
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ture service cost), is the Treasury's mini- 
mum requirement for funding pensions. 

A fourth method of providing for the 
cost of pensions is to pay the future serv- 
ice cost, to pay the interest on the past 
service cost and, in addition, to fund the 
past service cost. Under Treasury regula- 
tions the maximum amount of funding, 
including interest on the past service cost, 
which is permissible in any one year for 
tax deduction purposes, is 10 per cent of 
the past service cost at installation date. 
This means that, at a maximum permis- 
sible funding rate, it would take about 
1114, years to complete the funding. 

Once the benefits have been decided 
upon and the method under which the 
costs will be recognized has been deter- 
mined, the reflection of pension costs in 
the company’s income accounts follows 
the pattern of other cost reflections in 
accordance with company ‘accounting pol- 
icy. Needless to say, good financial man- 
agement will provide that any recognized 
pension cost not immediately payable to 
pensioners will be represented in funds 
with an insurance company, or trusteed 
for the a of paying pensions when 
they come due. 

The bigger the yield on the invested 
funds, the less are the accruing costs of 
the benefits under the plan. For example, 
if the future service costs have been esti- 
mated on the basis of a 21/4 per cent 
yield, each one-half percentage point in- 
crease in the yield will reduce those esti- 
mated costs by about 15 per cent. If the 
past service cost is to be funded over a 
specified period, this cost also would be 
reduced, although not so greatly. If, how- 
ever, it is intended merely to pay the 
interest on this past service cost, the 
higher rate which must be paid will more 


than offset any gain through reduction 
in the principal of the past service cost. 

I only mention these matters to indicate 
that although the actual investment of 
pension funds is not the function of the 
accountant, the results of that investment 
must nevertheless enter into the account- 
ant’s cost calculations. 

It has been proposed by some that past 
service costs should be reflected as a lia- 
bility in the body of the balance sheet, the 
offset being a reduction of net worth or 
some sort of deferred asset. Others would 
be satisfied to have them shown merely 
in a footnote as some sort of contingent 
liability. Still others believe—and I am 
one of them—that since we are in a new 
area of business operation, it is preferable 
to move slowly without adopting hard 
and fast procedures until we have lived 
with the problem for a while. 

Unfortunately, the accountant’s calcula- 
tions of pension costs and his provisions 
for meeting them are meaningless except 
on the hypothesis of “honest money’’— 
the money the buying power of which 
does not change very much over the years. 
Thus, if there is a continuing debasement 
of the money, with resulting price and 
wage inflation, then the dollar amounts 
of pensions, based in many company plans 
upon the wage level of the last ten years 
of service, will be greater than were pro- 
vided for during the earlier years of serv- 
ice at lower levels of dollar wages. The 
dollar amounts set aside during these 
earlier periods, therefore, may prove in- 
sufficient and may have to be made up at 
higher costs than were originally calcu- 
lated. If no money is set aside in antici- 
pation of pensions to be paid later, then 
the burden of paying the pensions when 
they come due will be further aggravated. 








AMA FINANCIAL MANAGEMENT CONFERENCE 


A conference of financial executives will be held by the Amer- 
ican Management Association on Thursday and Friday, November 


30 and December 1, at the Waldorf-Astoria, New York City. 
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implications of Recent Industrial Fire Experience 


N APPRECIABLE segment of industrial 
A management and employees are either 
ignorant of the fundamentals of fire pro- 
tection or are willing to gamble the exis- 
tence of their business and their economic 
well-being to save the cost in money and 
effort of adequate fire protection. 

An analysis of the large industrial fires 
of 1949 lists substandard building con- 
struction, absence of automatic protection, 
and wholly inadequate employee training 
among the chief causes of fire losses for 
the year. This points clearly to the need 
for a more intense and far-reaching pro- 
gram of education for industry itself. 

Another significant factor is the effect 
of decentralization of industrial plants on 
their fire vulnerability. The Conference 
Board reported that 30 per cent of the 
plants established since 1940 are in towns 
of less than 10,000 population, compared 
with 20 per cent of the plants built prior 
to 1940. During 1949 these communities 
of less than 10,000 population experi- 
enced two-fifths of the large-loss indus- 
trial fires, though housing only about one- 
fifth of the nation’s industrial plants. For 
the most part these communities are pro- 
vided with protection wholly adequate for 
the needs of 99.9 per cent of the tax- 
payers, but inadequate for the special re- 
quirements of the one or two larger in- 
dustrial establishments in their midst. 

Decentralization is desirable for many 
industrial plants for various reasons, not 
the least of which is the removal of vital 
industries from target areas for enemy 
bombs. The National Fire Protection As- 
sociation has been urging decentralization 
for this very reason. It is also our respon- 
sibility, therefore, to urge the management 
of decentralized plants to reassess the vul- 
nerability of their properties to serious 
peacetime fires in the light of the public 
protection available. 

There are three broad phases of publi: 
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protection that deserve industry's atten- 
tion: (a) the fire department's equipment 
and manpower, (b) the alarm notifica- 
tion system, and (c) the water supply. 
If private protection is to be an adequate 
substitute for public protection, it must 
provide all three vital types of protection 
at all times. 

An outstanding example of what may 
be expected where there is no fire depart- 
ment and where private protection has 
been provided to compensate for the defi- 
ciency is seen in the experience of one 
company located at Roxobel, North Caro- 
lina. Its five-story wooden building, in 
addition to being located in a town with- 
out public protection, had no sprinklers 
or watchman. Fire was discovered by 
neighbors at 11:00 P.M. and, as might be 
expected, had spread beyond control be- 
fore volunteer departments from neigh- 
boring towns arrived 30 minutes later. 

Compare this fire with one at the Long- 
Bell Lumber Company at Vaughn, Ore- 
gon, where the same public protection 
deficiency existed but where the manage- 
ment had taken remedial measures. Water 
mains, hydrants, hose houses and stand- 
pipes had been installed throughout the 
mill yard and within the 15 congested 
wooden buildings. A private fire brigade 
had been organized and trained, a fire 
alarm whistle was installed, and watch- 
man protection was provided for non- 
operating periods. 

When a fire broke out in the saw mill 
late one night the blaze flared up so sud- 
denly that it appeared to the watchman 
literally to explode through the building. 
Although the saw mill was doomed from 
the beginning, the efficient operation of 
the plant fire brigade responding quickly 
to the watchman’s alarm prevented flames 
from spreading to the remainder of the 
compact plant and averted a $1,000,000 
loss. 








The alarm system is usually the weak- 
est link in the fire protection system of 
a small community. Here is one case from 
last year’s industrial fire experience. It 
occurred at 4:20 A.M. at Cashmere, 
Washington. A man and his wife, driv- 
ing by the Cashmere Fruit Growers Union 
Building, noted a relatively small fire in 
one room on the first floor. Knowing 
there was no fire alarm box available, the 
man first tried to rouse the people direct- 
ly across from the fire and when he failed, 
drove straight to the telephone office. By 
now he was so excited that the telephone 
operator thought he was drunk and re- 
fused to let him in to give the alarm. 

He next drove around town until he 
found the city police car, but no police- 
man. What would you do? Blow the 
police siren? He did, and was soon join- 
ed by the law, who also mistook excite- 
ment for intoxication, refused to believe 
his story and was about to lock him up 
when the fire siren blew. Somebody else 
had discovered the fire. Thirty minutes 
had elapsed, however, and in the interim 
the fire had spread beyond control. This 
$595,000 fire could have been prevented 
with a plant fire alarm whistle and stand- 
ard watchman protection—note the em- 
phasis on the word standard. The build- 
ing possessed a so-called watchman, first 
advised of the fire by firemen, who found 
him in the basement repairing the com- 
pressor. 

Adequate manpower, equipment and 
alarm facilities are of limited value un- 
less a strong water supply is available at 
the scene of the fire. Booster tanks and 
long, small-diameter dead-end mains do 


not classify as adequate protection for 
large industrial properties, yet time after 
time the fire departments of the United 
States and Canada are called upon to fight 
fires with such meager water supplies. 

At Iola, Kansas, a fire occurred recently 
in the power house of the Lehigh Port- 
land Cement Co. Since private water 
mains were supplied by electrically driven 
pumps, the shut-down of generators in 
the power house deprived the mains of 
water. The fire might still have been ex- 
tinguished with minor damage had ap- 
proaches been provided at a nearby creek 
for use by the two pumpers that respond- 
ed promptly to the fire alarm. Even- 
tually one stream of water was relayed to 
the fire from a quarry some distance away 
by these two engines. It was not sufficient, 
however, and fire continued out of con- 
trol until the generator of a diesel-electric 
locomotive was hooked up to the mill fire 
pump. Three streams from yard hydrants 
then quickly brought the fire under con- 
trol. Failure to provide pumper approach- 
es was a $200,000 oversight at this plant. 

These are only instances of the disas- 
trous damage that can result when weak- 
ness or nonexistence of one or more 
phases of public protection in small com- 
munities has not been compensated for by 
increased private protection. The next 
time you evaluate the fire protection of 
your plant, give more than a casual glance 
toward local facilities—the public fire de- 
partment, the town’s fire alarm system 
and the water supply. It’s quite possible, 
if NFPA records are any criterion, that 
there is not as much protection there as 
you have counted on. 


—From an address by CHESTER BABCOcK, Manager, Fire Record Department, National 
Fire Protection Association, before the annual meeting of the NFPA. 





at the Hotel Drake, Chicago. 
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The Fall Insurance Conference of the American Management 
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Pension Plans May Be Illegal 


THERE ARE PITFALLS IN PENSION PROGRAMS that even the actuaries don’t know 
about. After being rushed into retirement schemes by union pressure or by a desire 
to move with a trend, some companies are surprised to discover belatedly that they are 
in trouble—with the law. 

There are a number of laws that have a direct bearing on pension plans. Here are 
some of the most important pension requirements that employers have to watch 
out for: 

Section 302 of the Taft-Hartley Act bans employers from making payments to unions 
for any purpose unless pension money is set to go into a trust fund. 

Federal Communications Commission, Federal Power Commission, and Interstate 
Commerce Commission have regulations on funding past-service credits for pensions 
in companies which come within their jurisdiction. 

Special state laws in Massachusetts, Illinois, Nebraska, Rhode Island, and California 
restrict and require certain pension plan features in order to safeguard the public 
and protect pensioners’ rights. 

State insurance laws in many states can be interpreted to cover pensions, welfare 
plans, and other “‘assured’’ employee benefits. 

The Securities & Exchange Act may be interpreted by SEC to require companies with 
pension programs to comply with the registration and prospectus regulations of the 
law. The Act may also cover a pension plan as an ‘employees’ securities company” 
under 1940 amendments which regulate investment companies. 

The Bureau of Internal Revenue has standards for approving pension plans for tax 
purposes. Of all these legal requirements, the tax angle probably touches more pension 
plans than any other. 

The important thing for pension planners to consider is whether BIR will permit the 
costs of their plan to be deducted from profits before—or after—taxes. BIR is 
guided by the 1942 revenue act which set up precise criteria for deciding what types 
of plans qualify for favorable tax treatment. The act was designed to make sure that 
pension plans: 

(1) Do not discriminate in favor of highly paid employees, and against wage 

earners; 

(2) Are not adopted as a temporary expedient; 

(3) Cover only employees (by a strict interpretation of the word); 

(4) Are actuarially sound; 

(5) Provide true retirement benefits—not a hodge-podge of unrelated social benefits. 

These requirements still prevail. 

Projected pension plans should be carefully checked by tax experts and competent 
lawyers. Mistakes can be costly, as some companies are already finding out. 

—Business Week 4/22/50 





Labor Secretary Endorses Subsidy Plan for Older Workers 


THE PLAN proposed by Sumner Slichter, Harvard University economist, to subsi- 
dize employers who keep workers on the job beyond 65 years of age has been endorsed 
by Secretary of Labor Tobin. Under the plan, Mr. Slichter suggests that the 
employer be given one-third of the amount the worker would have received in Social 
Security retirement benefits had he retired. 

Thus, if a worker eligible for $900-a-year government pension continues to work, 
his employer would receive $300 a year from the government for keeping the man 
employed. 

Mr. Tobin says that under such a plan, management would find it worthwhile 
to organize operations differently, in order to provide more jobs for older workers. 

—Employee Benefit Plan Review, Mid-year, 1950 
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Can Management Design a Pension Plan ? 


R’ TIREMENT PENSIONS are only a part 
of the total demand for security. The 
pattern of this demand is not narrow—it 
is world-wide in application and compre- 
hensive in scope. In some lands, it has 
been answered to a much further degree 
than here in the United States; and in 
some instances, to the very real disad- 
vantage of the whole economy of these 
countries. 

Here in the United States, our present 
level of security has been reached through 
no deliberate design. It has come about 
through a sort of haphazard evolution— 
in the long run the only method possible 
in a society of free people. 

The present drive for pensions brought 
on by union activity is creating confusion. 
The union approach makes the entire 
problem sound very simple. From the 
company point of view, however, pen- 
sions are a long-range problem, costly 
and complex. The first-year cost is no 
indicator of the ultimate cost. On the 
other hand, if management can design 
a pension plan to meet its company needs, 
many cost offsets are possible. Conversely, 
a plan designed solely to meet union de- 
mands may well be so expensive as to 
jeopardize the stability of the company, 
and be dangerous both to the company 
and its employees. 

What are some of these dangers from a 
worker's point of view? 

1. The cost of the pension plan is reflected 
in the cost of the product—the goods 
that he buys. 

To receive a pension that is worthy of 
the name, the worker must have long 
service with the company. Does this 
mean that in order to have security 
against old age, the worker is to lose 
his freedom to change jobs? The 
unions, of course, have an answer for 
that, and it may be a good one: area 
plans, industry-wide plans, or what is 
technically called “immediate vesting.” 
Under some of the plans recently pro- 
posed by unions, the worker loses his 
right to withdraw from the union. 

It costs more to provide a pension for 
workers 40-45 years of age than for 
employees of 25-30. Will this create a 
social problem ? 


A worker's individual security in a pen-, 


sion plan depends on the ability of the 
company to fund properly and maintain 
a plan. 

What will the workman’s pension dollar 
buy? The pension plan is in dollars, 
not purchasing power. If the pension 
plan is to provide stable purchasing 
power, the country should have as stable 
an economy as possible. Brakes must 
be applied to everything that contributes 
toward the inflationary spiral—and that 
includes economically unsound (too 
costly) pension plans. 

What problems face management? The 
costs of the plan must stay within the 
ability of the company to pay if the plan 
is to continue. It must fit the company and 
must be adequately financed. Remember, 
too, costs tend to go up, and the amounts 
of money involved in a pension plan 
assume large proportions. 

Right now, under present mortality ex- 
perience at age 65 for a male, roughly 
$1,400 is needed to provide $10 per 
month for life. But Life expectancy for 
oldsters is improving, so that for this 
reason alone costs will tend to increase. 
Interest rates must also be taken into 
consideration in making calculations. Will 
they go up or down? Tremendous 
amounts of money will be built up in 
reserves. Is an investment problem even- 
tually going to result from these huge 
reserves? Wage rates do not remain con- 
stant. Benefits are not static. Every fore- 
seeable factor points to continued increases 
in costs of maintaining the pension plan. 

There are three necessary elements in 
a retirement plan. Today we have social 
security—originally intended to provide a 
basic minimum of protection for old age. 
The recent revision of the Social Security 
Act has as part of its declared purpose 
“to improve and extend the federal old 
age and survivors’ insurance system.’’ To 
the extent that it attempts to realign the 
benefit amount with the present purchas- 
ing power of money and to broaden the 
base of coverage to include more people, 
I am in substantial agreement with the 
revision. 

This basic layer of protection was never 
intended to stifle individual initiative, nor 
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to preclude joint employer-employee 
action to provide the type of system best 
adapted to the needs of a particular com- 
any. Rates and living standards differ 
™ locality, by industry, and by company 
within industry. For this reason, security 
for old age must be considered as a three- 
layer cake. 

The first layer comprises the basic mini- 
mum subsistence, provided through the 
operation of a sound, well-administered 
and universal government insurance plan. 
To this, add a second layer—a plan meet- 
ing the particular needs and desires of a 
group—cooperatively arrived at through 
joint action of employer and employee. 
Finally, add the layer of individual thrift, 
independently determined by the man 
himself and fashioned to meet his par- 
ticular needs, desires and circumstances. 

I have placed primary emphasis on the 
second layer in the pattern of security for 
old age. It is important that management 
take leadership in this area, for it has the 
essential facts. 


The information an employer must have 
either to consider or to discuss a pension 
plan realistically includes: 

1. A history of company earnings before 
taxes, and the projection, admittedly 
difficult, of what the company will do 
in the future. 

An analysis of employee characteristics, 
including hiring age, present age, earn- 
ings, and length of service. 

A turnover study, to determine by age, 
sex and length of service the composi- 
tion of the group who terminate em- 
ployment with the company. 

A review of current payroll, to disclose 
hidden pension costs reflected by em- 
ployees who would have been retired 
had the pension plan been in effect. 
An evaluation of union attitudes, to 
determine the degree of cooperation that 
can be expected from labor in the 
presentation and design of a sound pen- 
sion plan. 


The end objective of these studies, of 
course, is the establishment of a pension 
plan that meets company needs, is work- 
able, and is actuarially sound. There is 
no easy way to attain this objective. 


G. GIBSON TERRIBERRY, Management Consultant. American Economic Security 
(U.S. Chamber of Commerce), Vol. VII, No. 1, Jan.-Feb., 1950, p. 18:5. 


Money Can’t Replace Men 


CAPABLE REPLACEMENTS are preferred over insurance on the lives of key executives 
by four out of five of the 229 manufacturing companies recently surveyed on this 
point by the Conference Board. “Men can be replaced only by men” is the feeling 
prevailing in this group. Insurance on the lives of company executives, payable to 
the company as beneficiary, is considered unnecessary except in a few special cases 
and cannot really compensate them for the loss of a key man. These companies 
believe that the only protection against the untimely.loss of key men is to have 
adequately trained understudies who can take over should the necessity arise. 

Approximately one company in five of those surveyed carries insurance on the lives 
of some of its executives to offset the loss of their services to the company, and there 
is a marked variation in the policies of companies which do insure. Some insure only 
the chairman of the board or the president. Others insure key department heads. 
Coverages also range widely—from $10,000 to $1 million. 





SURPRISING AS IT MAY SEEM, only a few workmen's compensation acts provide for pay- 


ment of all reasonable medical bills. Thirty-eight laws have limits upon time or 
amount, as against a mere 14 jurisdictions in the United States and its possessions where 
no limits are stated in the law. 

—Hewnry B. Suter in The Casualty & Surety Journal 9/50 
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The Embezzler—A Composite Picture 


A sTupy of defalcations in business during the last two years is the substance of the 
booklet, Embezzlers—Post War, prepared by the United States Fidelity & Guaranty 
Co. The report is based on the 1,001 claims which arose under dishonesty insurance 
issued by the company during the 30-month period ending July, 1949. 

The portrait of the postwar embezzler is a considerably blurred image of the 
embezzler of 15 years ago. The embezzler himself is younger, he earns more money, 
is less likely to be married, and has fewer dependents than his predecessor. 

Male embezzlers outnumber their female counterparts about seven to one. The 
average male embezzler took $4,194, while the female of the species took an average 
of $900. 

The occupation which accounted for most embezzlements was that of branch man- 
ager, including branch managers of grocery chains, clothing stores, shoe stores, liquor 
shops, insurance companies and banks. Branch managers were responsible for 155 
of the total of 845 cases of male embezzlement studied. 

For men and women the age range of embezzlers ran from 15 to 75. The average 
male was 34, the female 31. In previous years, the average age was 36. As in the 
past, the embezzler was not a poorly salaried person. The average wage for the men 
was $274 per month, for women $158 per month. 

Almost half the male embezzlers had less than one year’s service with their 
employers, while about a third of the women had less than a year’s service. One 
male embezzler had worked for his employer 48 years. One woman had 30 years’ 
service. 

Drink and gambling were leading causes of defalcation among the men. “Living 
above means” and “criminal character” were chalked up as the second and third 
causes. One embezzler was saving for a rainy day—another had to pay for an auto- 
mobile liability judgment. Chief cause for dishonesty among the women was living 
above their means. Family expenses, new clothes, and criminal backgrounds were 
next in line. 

Most of the embezzlers were men and women who were honest until temptation 
assailed them. Their previous records were clear and they lived by honest work. They 
considered themselves honest, and when they first stole from their employers, they 
regarded it merely as “borrowing” to tide themselves over an emergency need for 
money—real or fancied. 

—The Casualty Insuror, August, 1950 


Record Increase in Group Disability Cover 


ACCIDENT AND HEALTH protection in the United States provided by group plans written 
by insurance companies increased by one-fifth last year and was more than double the 
volume of such protection for 1945, the Life Insurance Association of America reports. 
The number of employer-employee and other group units which added one or another 
of the various forms of group protection last year was the highest on record. 
Thousands of firms initiated new group plans for their employees. As a result of 
these many new plans in the past year and additions to plans previously existing, group 
insurance outstanding at the start of this year covered: 17,697,000 employees and de- 
pendents with hospital expense benefits; 15,590,000 with surgical expense benefits; 
2,736,000 with medical expense benefits; 10,260,000 persons with $228.400,000 weekly 
income protection in event of accident or sickness; 17,090,000 with $39,983,800,000 
group life insurance protection; 6,015,000 with $2,054,300,000 group creditor's life 
insurance covering balances on loans; 6,669,000 with accidental death and dismem- 
berment benefits; and 1,999,000 with group annuities. 
—The Weekly Underwriter 7/29/50 
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_ Survey of Books for Executive 


AMERICAN SOCIAL INSURANCE. By Domenico 
Gagliardo. Harper & Brothers, New York, 
1949. 671 pages. $5.00. 


Reviewed by William Goldner* 


Two important phenomena in the area of 
social security have occurred in the past year: 
First and most important, a significant revision 
of our Social Security Program has been 
achieved; second, a substantial expansion in the 
number of private pension plans has taken 
place, primarily under the pressure exerted 
for such plans by trade unions. 

It is against the background of these events 
that American Social Insurance has been pub- 
lished. From these developments, perhaps, we 
can extract issues and questions which will aid 
in evaluating Professor Gagliardo’s book. 

The primary purpose of this book is, in 

the words of the author, to present a ‘‘descrip- 
tion—in simple terms and to a limited extent— 
of what we have, how we got it, and what 
the results have been” in social insurance. 
Professor Gagliardo discusses the problems of 
old age, unemployment, occupational injuries, 
and illness and disability as fundamental 
branches of the general question of insecurity. 
Then with relation to these basic subjects he 
describes the complex machinery that our 
society has developed to take care of these 
problems. 
Management officials and personnel execu- 
tives will appreciate the simplification and 
clarity with which the complexities of the Old 
Age and Survivors Insurance and the Unem- 
ployment Compensation systems have been 
treated. The structure of these security systems 
and the basis on which they operate are clearly 
described. Pertinent and succinct examples, as 
well as relevant statistics, are used abundantly 
to illustrate operations that defy the skillful 
pen alone. In addition to the author's treat- 
ment of the Federal Social Security program, 
he pays substantial attention to the Railroad 
Retirement System, and to such parallel pen- 
sion systems as those separately operating in 
the Canal Zone, the Alaska Railroad, and the 
Federal Civil Service. 

The author devotes one third of his book to 
the problems of illness and disability. In the 
absence of government programs caring for 
these risks, he. discusses the several national 
health bills which have been drafted in the 
past and outlines the pros and cons of com- 
pulsory health insurance. There is a detailed 
discussion of hospital service and prepaid medi- 
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cal care plans. These programs are included 
in the discussion, although properly speaking 
they are quasi-private rather than social in- 
surance. These latter sections will prove in- 
valuable as general background material to 
analysts who are trying to establish appropriate 
policies for health and welfare plans in their 
organizations. 


The most imporiant section of the concluding 
chapter sums up the controversy regarding 
social insurance and public assistance (relief) 
programs. One school of thought on this ques- 
tion would stress social insurance programs 
and provide only a minimum of relief. The 
other would abolish social insurance and 
institute a universal basic relief program with 
a means test. 

Professor Gagliardo chooses to resolve this 
issue by a down-the-middle compromise, in 
which we would have somewhat less social in- 
surance and a bit more public assistance. He 
would accomplish this by (1) extending the 
waiting periods in unemployment compensation, 
(2) providing for hospitalization or medical 
care under projected health insurance only after 
four or five days of illness, (3) maintaining 
the revised arrangements on old-age pensions, 
and (4) supplying public assistance (includ- 
ing a means test) for those who would be 
economically burdened by these arrangements. 

American Social Insurance, therefore, is a 
useful book, one which outlines the framework 
of our security system in a particularly illumi- 
nating way. The new materials on federal 
retirement programs, private medical-care and 
hospitalization programs, and cash _ sickness 
benefit programs are lodes which have been 
carefully and completely mined for pay dirt, 
and no great criticism is implied by the com- 
ment that this great field has been mined 
unevenly. 

In terms of the author's stated purpose, the 
section on illness and health insurance has 
certainly been overemphasized. A parallel treat- 
ment in the field of old-age security would have 
touched more importantly on private pension 
systems in much the same fashion that private 
hospitalization and medical-care plans are dis- 
cussed. The government's insurance program 
for veterans, a substantial portion of which 
consists of term insurance, is similar to the 
widow's benefits under Social Security, but it 
is not analyzed. 

The controversies which were brought to 
the Congressional committees considering So- 
cial Security revision in 1949 and 1950 indi- 
cate that many Social Security issues remain 
unresolved. The question of extending cover- 
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age to certain groups, the problem of financ- 
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ing the program on a pay-as-you-go or funded 
basis, the incentive problem which is involved 
in the increment factor in benefits, are among 
the important issues which to a large extent 
will remain in controversy after passage of 
the long-awaited revisions to the Act. Discus- 
sion of the pros and cons of these and similar 
questions would have made an_ extremely 
valuable contribution to this study. 

Finally I would object to the author's par- 
ticular compromise of the fundamental policy 
question of insurance vs. assistance. It is cer- 
tainly realistic to recognize that our great 
political system progresses by successive com- 
promises. But there are truly hundreds of 
issues in social security, and the compromises 
can be distilled out of other conflicts of interest 
than that regarding the means test. Not only 
lo large portions of our citizenry object to 
the indignity of such a test, but many of our 
public officials find it repugnant to administer 
and impossible to enforce. 


PuBLIC RELATIONS FOR RETAILERS. By Tom 
Mahoney and Rita Hession. The Macmillan 
Company, New York, 1949. 248 pages. 
$4.50. 


Reviewed by Marihelen McDuff* 


“Public sentiment is everything. With public 
sentiment noching can fail. Without it nothing 
can succeed.” 

Abraham Lincoln said it. Everybody knows it. 


about it; but like the 


A lot of people talk 
including the retailer, 


weather, almost nobody, 
does anything about it. Perhaps in no phase 
of American business are the problems of public 
relations more clearly delineated or more direct 
than in retailing. For there is no protective 
middle-man, there is no “fall guy’’ between the 
retailer and his ultimate consumer as there is 
in the case of the processor, the wholesaler, 
the manufacturer or the distributor. 

Though there can be little doubt that 
Abraham Lincoln understood public relations, 
the modern business man seems confused by 
what he considers this hybrid of business opera- 
tion—and even more confused by the welter of 
definitions ranging from the simple through 
the compound to the meaninglessly complex. 
Of one thing he may be certain, however: 

Public relations is inevitable; it is what people, 
il kinds of people—customers, employees, 
competitors, associates—think about him and 
why they think it. 

Let's face it, there is no escape from public 
relations! Among the first to recognize this 
fact should be the American retailer. To help 
him build this foundation for successful busi- 
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ness structure, Tom Mahoney and Rita Hession 
have drawn a careful and exact blueprint in 
their complete and competent book, Public 
Relations for Retailers, one of the most specific 
and authoritative in its field 

The authors discovered the need for such 
a book while working together on a long- 
range study of the public relations for large 
department stores in six cities and their subse- 
quent study of several hundred additional stores 
and retail organizations throughout the United 
States. 

Both of them skilled writers and researchers, 
in addition to being expert public relations 
technicians, the authors have avoided the 
gobbledygook of so much public relations 
writing in drawing up a complete guide of 
modern business techniques that have proved 
enormously profitable to retailers, large and 
small. 

Ihe book clearly defines the meaning of pub- 
lic relations in terms of retail business and ex- 
plains in detail the activities that can be most 
advantageously coordinated in a public rela- 
tions program. It shows through interesting, 
factual case histories and well-chosen _illus- 
trations how the everyday details of retailing 
may be so handled that they enhance the good 
reputation, the good will, and the good busi- 
ness of any retailer. It covers the hundred 
details—credit applications, elevator service, 
door signs, the style of ads, community respon- 
sibility, employee training, the wording of news 
releases, and so on—that contribute to the 
gain or loss of public approval. 

This is a book for the retailer who is aware 
of and interested in the wide area of public 
relations activity in the successful day-to-day 
operation of his business, for the man who 
knows that merchandise alone is no longer 
enough. But it is especially a book for the 
retailer who is unaware of or disinterested in 
public relations, for the man who believes that 
his role is the simple one of providing the 
merchandise and letting the public provide the 
sales. This man would do well to ponder 
Lincoln’s appraisal of the value of public 
opinion—and for application of this appraisal 
to his own enterprise, he can secure no better 
guidance than that given by Mahoney and 
Hession in Public Relations for Retailers. 


MANPOWER ECONOMICS AND LABOR PROB- : 
LEMS. By Dale Yoder. McGraw-Hill Book 
Company, Inc., New York, 1950. Third 
edition (revised). 661 pages. $5.00. 


While essentially the third edition of the 
author's authoritative Labor Economics and 
Labor Problems, this new text is so thoroughly 
revised in content that it presents in fact an 
entirely new book. Old material has been 
completely revised to take account of the ex- 
tensive research in manpower economics and 


The Management Review 





labor marketing during and since World War 
i. 

Present emphasis reflects the growing accept- 
ance of the viewpoint from which manpower 
is regarded as a natural resource of modern 
societies. The basic economic objectives of 
society are defined as the development, efficient 
utilization, and conservation of manpower re- 
sources. Labor problems represent failures to 
achieve these objectives. Emphasis is also 
placed on the economic implications of col- 
lective bargaining and on local labor markets. 

New chapters have been added on manpower 
goals and problems, dimensions of manpower 
resources, wage structures, wage problems, job 
marketing, special problems of retirement and 
pensions, problems of status, economic implica- 
tions of collective bargaining, and constructive 
industrial relations. 


INSPECTION ORGANIZATION AND METHODS. 
By James E. Thompson. McGraw-Hill Book 
ge Inc., New York, 1950. 369 pages. 

5.00. 


Reviewed by W. J. Hall* 


To those members of industrial organizations 
whose exposure to inspection activities is only 
incidental or is restricted to close-range depart- 
mental contact, Mr. Thompson's book provides 
an excellent opportunity to understand fully 
the functions of an Inspection Department. 

To executives and managers, it points up 
the necessity for a sound inspection organiza- 
tion which includes a quality control program. 

The scope of Inspection Organization and 
Methods is unusually broad, and Mr. Thomp- 
son prescribes many effective approaches to the 
proper functioning of inspection within an or- 
ganization. 

The executive will appreciate the develop- 
ments on the practicability of fitting inspection 
into the production flow, thereby assuring 
better quality control and product acceptance. 

Inspectors will find in this book a full ap- 
praisal of their functions and responsibilities. 
By following Mr. Thompson’s recommenda- 
tions on inspection procedures, the Engineer- 
ing Department could feel more secure about 
complete follow-through on its developments. 
The author places in the inspector’s realm the 
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opportunity, if not the responsibility, to recom- 
mend changes in processes, designs, and limits. 

Superintendents and foremen will benefit by 
the realization that inspection is a service func- 
tion established to insure the integrity of the 
product. Most department heads are so oc- 
cupied with their own immediate problems 
that they have neither time nor opportunity to 
square off and view the true significance of the 
inspection function, and judge it only in part 
and as it appears at close range. They will 
find Inspection Organization and Methods es- 
sential to better understanding and acceptance 
of this phase of industrial control. 

The value of the ingredients in Mr. Thomp- 
son's work cannot be dismissed lightly. In 
order to emphasize his points, he has felt 
called upon to repeat duties and functions to 
suit various instances—obviously in an effort 
to demonstrate the necessity of “holding the 
line” on quality and maintaining product in- 
tegrity in every stage of production. 

From a management viewpoint, there is 
soundness and depth in the principles and poli- 
cies expounded by Mr. Thompson. His work 
presents a real challenge to those who tend to 
look upon inspection as a necessary evil. 

Few books of this type penetrate their sub- 
ject so deeply and so competently as does In- 
spection Organization and Methods. Whatever 
the viewpoint of the reader, he must acknowl- 
edge that this complete analysis cannot help 
but stimulate thinking and discussion on a vital 
phase of industrial operation, often lightly re- 
garded and vaguely understood. There is not 
a supervisor whose usefulness and effectiveness 
would not be improved by greater understand- 
ing of the complete functions of the Inspection 
Department. 

Inspection Organization and Methods defi- 
nitely belongs in the industrial library. 

The book is exceptionally well organized, 
but so fully developed that it may become 
“heavy” for the ordinary reader. 

Chapter 3 (Organization) seems to favor 
superfluous supervision. Recognizing a super- 
visory force as necessary and vital, it still seems 
unnecessary and uneconomical to provide such 
excess overhead. Today's business tempo re- 
quires dynamic supervision—to break supervi- 
sion into too numerous small elements slows 
down processes and delays decisions. It is 
understood that Mr. Thompson indicates suit- 
able adjustment in organizational structure may 
be made, but the influence of this writing could 
mislead over-zealous chief inspectors. 





INCIDENTAL INTELLIGENCE: 
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Controlling Factors in Economic Development: The Author 
Replies to the Critic 


To the Editor of THE MANAGEMENT REVIEW: 


In reviewing my Controlling Factors in Eco- 
nomic Development in the May issue of THE 
MANAGEMENT Review, Frank D. Newbury so 
misrepresents the book that I feel it necessary 
to correct the record for the benefit of the read- 
ers of the magazine: 

(1) The reviewer says that my analysis of 
the economic potentialities of the next century 
is derived from compound interest tables, 
assuming a 2 per cent annual increase in pro- 
duction per man-hour. This is not true, as 1 
explicitly state in the text and as I amplify in 
an appendix note. 

(2) The reviewer says there is little or no 
warning that current political and social trends 
may produce economic retrogression in the 
future; and he fears that the book encourages 
the nation to spend more for social welfare 
and security than we can afford. This is an in- 
credible statement in view of the fact that I 
follow the chapter on economic potentials by 
one entitled ‘Underlying Requirements.” 
Among other things, I attack the philosophy 
that the public debt is of no significance; I 
stress the absolute importance of achieving and 
maintaining fiscal stability; I emphasize the 
dangers involved in the prevalent view that 
there is little which this nation cannot afford; 
I point out that welfare programs tend to fol- 
low “what may almost be called a law of ex- 
pansion,” and that “decisions currently made 
tend to have a vast forward thrust, heavily 
mortgaging potential revenues decades hence.” 
I state that “the prevailing conception that 
money income derived from government ex- 
penditures, or, to use the more euphonious and 
euphemistic phrase, ‘the government's contribu- 
tion to purchasing power,’ is equivalent to 
any other income from the tax point of view 
involves an elemental fallacy”; and that “the 
percentage of the total national income de- 
rived from procreative private enterprise has 
been steadily decreasing as the range of gov- 
ernmental activities has widened. Thus the 
burden to be carried by the private sector of 
the economy continuously increases.” The 
book also contains a wholly adverse appraisal 
of Keynes’ philosophy and that of his Ameri- 
can disciples. Instead of giving aid and com- 
fort to the spenders, the book is anathema to 
exponents of the spending philosophy. 

(3) The reviewer says that my analysis otf 
incomes and savings is based almost entirely 
on 1929 data. This also is a flagrant misrepre- 
sentation. I devote a whole section of the book 
to the evidence of later years, and I show that 
there has been a sharp reversal of the savings 
trend since 1929. 

(4) The reviewer states that I include capi- 
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tal gains as a part of the national savings. 
This also is not true. I do include realized 
capital gains as a part of the national money 
income. Such realized money income may 
either be spent for consumer goods or be di- 
rected to savings channels. In an appendix, 
which the reviewer has apparently not read, I 
discuss this problem in detail. 

(5) The reviewer states that the book gives 
aid and comfort to all those who believe that 
purchasing power in the form of wages is a 
legitimate first charge against profits; and it is 
implied that I endorse the theory of expanding 
the money buying power of the masses irre- 
spective of production. The facts are that I 
emphasize that increasing man-hour output is 
the indispensable first step—that there can be 
no increase in real income unless there is in- 
creased output. Then in a long discussion of 
methods of disseminating the benefits of tech- 
nological progress, I show why increasing 
wages is disruptive and that a reduction of 
prices, as technological progress makes reduc- 
tions possible, generates the expansion of buy- 
ing power necessary to sustain current de- 
mands. The best evidence that my analysis 
does not give aid and comfort to the purchas- 
ing-power advocates is that the book is ana- 
thema to this group. 

The first requirement in a book review is to 
state accurately the author's thesis and conclu- 
sions. Misrepresentation, whether deliberate or 
merely the result of careless reading, is always 
indefensible. 

HaroLp G. MOULTON 
President, The Brookings Institution 
Washington, D. C. 


Rejoinder by Mr. NEwBury 


To the Editor of THE MANAGEMENT REVIEW: 


Controversies are, in many instances, rooted 
in misunderstandings and the discussion of 
different things. I believe this is true of the 
present disagreement. Dr. Moulton is con- 
cerned with his over-all position. My criticism 
of his book was based partly on my opinion 
that people would draw wrong inferences— 
however unfounded—from his optimistic dis- 
cussion of production potentials. 

My major criticism, however, was directed 
to the point that consumption expenditures are 
most important in determining business activity 
and that investment expenditures are second- 
ary. I pointed out that only one-third of total 
public and private expenditures for investment 
goods is directly connected with production of 
consumption goods. Dr. Moulton does not re- 
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fer to this point. 
different things. 


I regret that my review gave Dr. Moulton a 
wrong impression of my position—that I be- 
lieved he agreed with the advocates of more 
and more spending and the redistribution of 
income in order to increase expenditures for 
consumption. What I intended to convey was 


Again we are discussing 


the idea that Dr. Moulton’s overemphasis on 
the importance of consumption expenditures 
gave aid and comfort to the “spenders.” As I 
said in my review, “I am sure Dr. Moulton 
did not intend this result.’ 
FRANK D. NewsBury 
Controllership Foundation, Inc. 
New York, N. Y. 


Briefer Book Notes 


[Please order books directly from publishers). : ‘: : 


THE ANALYSIS OF COST-VOLUME-PROFIT ' RELATIONSHIPS. Section Three, 
N.A.C.A. Bulletin, December, 1949. National Association of Cost Accountants, New York, N. Y. 
41 pages. Describes methods for analysis of relationships between costs, volume and profits 
which may be used in business planning, including the use of breakeven charts to present such 
information. Particular attention is given to the interpretation of such analyses, with descriptions 
of specific examples of their application by representative companies in every major industrial field. 


CONTROLLING THE BREAKEVEN POINT. Proceedings of the First Semi-Annual 
Industrial Management Institute, College of Commerce and Business Administration, University 
of Illinois, with the cooperation of the Illinois Manufacturers’ Association. Available from Dr. 
Earl P. Strong, Business Management Service, 408 David Kinley Hall, University of Illinois, 
Urbana Ill. 1950. 72 pages, plus exhibits. $2.00. Papers by a distinguished group of business 
executives, management engineers and educators on the significance and use of the breakeven 
point as a measure of profit; accounting, budgetary and managerial controls of the breakeven 
point; work simplification as a tool of cost control; sales forecasting and capital investments, 
and their effects on breakeven points; quality control vs. inspection; and other aspects of effective 
control. 


PROCEEDINGS OF THE NEW YORK UNIVERSITY EIGHTH ANNUAL INSTITUTE 
ON FEDERAL TAXATION. Matthew Bender & Company, Inc., Albany 1, New York, 1950. 
1361 pages. $22.50. In this comprehensive volume, present-day problems of federal taxation are 
discussed by a distinguished group of lawyers and accountants who are acknowledged authorities 
on specific phases of taxation. Contains 124 individual papers under the following broad head- 
ings: Intercorporate Operations—Tax Problems Arising in the Dealings Between a Parent and 
Its Subsidiaries, Related Companies, etc.; Tax Problems of Specific Industries and Businesses; 
Corporate Form and Corporate Reorganization; Procedural Matters; Estate Tax Planning; Ques- 
tions of Business Income, Business Expense and Business Accounting Methods; Problems of the 
Stockholder and His Corporation; Tax Problems that Come with Various Kinds of Purchases and 
Sales; Vital Topics in Present-Day Taxation; Personal and Family Income Tax Problems; and 
Penalties and Pitfalls Facing Corporations and What to Do About Them. 


PROCEEDINGS OF NEW YORK UNIVERSITY SECOND ANNUAL CONFERENCE ON 
LABOR: Trends in Collective Bargaining and Labor Law. Emanuel Stein, Editor. Matthew 
Bender & Company, Inc., Albany 1, New York, N. Y. 1949. 720 pages. $10.00. The chief 
subject of this conference was the labor agreement, and most of the papers contained herein are 
devoted to some aspect of it. Provides an excellent “refresher’’ course for the labor relations 
practitioner, enabling him to reconsider and re-evaluate his company’s programs and practices in 
the light of recent developments and expert opinion. The distinguished list of authors repre- 
sented here includes Solomon Barkin, J. Noble Braden, Emily Clark Brown, Neil W. Chamber- 
lain, Max Delson, John T. Dunlop, Jesse Freiden, Hiram S. Hall, Lois MacDonald, Charles A. 
Pearce, Lloyd G. Reynolds, William E. Simkin, and others. 
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TAXES AND ECONOMICS INCENTIVES. By Lewis H. Kimmel. The Brookings 
Institution, Washington, D. C., 1950. 217 pages. $2.50. This study appraises the principal 
taxes now employed from the standpoint of their effects on economic incentives. Following a 
background discussion of taxable capacity, the economic. effects of the several types of taxes are 
examined. Major emphasis is placed on the reactions of the taxpayers. Business men, tax 
administrators, and students of taxation will find the analysis authoritative and informative. 


PORTS OF THE WORLD—1950. Marine Service Department, Insurance Company of 
North America, Philadelphia, 1950. 34 pages. Gratis. A helpful bulletin which specifically de- 
scribes foreign port conditions all over the world. Offers valuable loss-prevention recommenda- 
tions for shippers and consignees, based on long and varied experience with all types of commodi- 
ties, storage and stowage factors and up-to-date information on handling and transport conditions 
throughout the world. Illustrated. 


Conveyor Belts—They May Move People, Too 


A RUBBER CONVEYOR BELT will soon begin scooting 900 tons of iron ore an hour up a 
1,150-foot slope in an open-pit mine at Bovey, Minn. It will speed the ore to waiting 
railroad cars at 600 feet a minute. In suburban Mansfield, Ohio, a farmer installed in 
his dairy barn this spring a conveyor belt that ‘“‘shovels’’ the manure of 25 milk cows 
from the barn gutters into a manure spreader outside. It does the job in eight minutes 
morning and night, saving some 16\to 20 man-hours of work each week. 

These two new installations of “beltways’”’ engineered by Goodyear Tire & Rubber 
Company are on a lengthening list of applications being found for conveyor belts in 
mines, factories, and on farms. The broad black ribbons of rubber and fiber are get- 
ting longer, wider, and faster-moving. This enhances their appeal for potential users. 

In coal and iron mines or on heavy construction jobs, they are helping eliminate the 
need for trucks, railroad cars, locomotives and tracks. In self-service grocery maz! 
they are speeding up handling of customers at check-out counters. In factories they «1 
helping do away with costly picking-up and putting-down of raw materials. 

The legion of uses to which belts are being put has their makers beaming. One big 
reason: Industry's labor and production costs in most instances have never been higher, 
and cost-cutting ability is considered a prime trait of conveyor belts. 

Belting engineers see belts hundreds of miles long zipping over countryside, adding 
to the competition woes of railroads and long-distance truckers. The day is drawing 
nearer when their mechanical contraptions will carry human passengers as well as bulk 
argoes. One such potential project is a conveyor for moving passengers underground 
from New York’s Times Square to Grand Central Station, replacing the present su>- 
way shuttle trains. Another is a system for carrying congressmen between the Capitol 
and House Office buildings in Washington, D. C 


Crayton R. Sutton in The Wall Street Journal 7/25/50 


New AMA Catalogue to Inaugurate Simplified Discount Policy 


A REVISED AND EXPANDED CATALOGUE of AMA publications, covering the 19-year 
period from February, 1932, to November, 1950, will be mailed to members on October 
20. Effective with its publication, the Association will inaugurate a new discount policy 
on conference proceedings designed to simplify purchasing and bookkeeping. On pur- 
chases of conference proceedings by all classes of members who do not receive such 
proceedings under their memberships or who desire extra copies, a uniform discount 
of 20 per cent will thereafter apply. Substantially higher discounts will be granted on 
quantity orders. 

The policy on non-member purchases of proceedings will remain unchanged, with 
a discount of 15 per cent applying only to purchases of more than 100 copies. 
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Muktiple- Line “Vhinking Ou 
Your Insurance Problems at 


AMA’s FALL INSURANCE CONFERENCE 


THe Drake, CHicaco 
NovemMBER 16-17, 1950 
The insurance buyer is faced constantly with the necessity of keeping up with develop- 


ments in diverse fields. Today, not only the usual matters demand his attention, but 
there is now an additional consideration of prime importance—the effect of our 


nation's defense expenditures on his insurance values and coverages. At the Fall < 


Conference, several experts will give the buyer a line on answers to the many importa 
questions in this area as well as to other currently pressing problems. 


Discussion will include such topics as: 
The Atom—Your Personal and Property Risks 
Insurance Problems in a Mobillzed Economy 
Indemnity Limits of Third Party Coverage 
Trends in Group and Social Insurance 
Pitfalls in Valuation for Inventory and Busiriess Interruption Insurance 
Broader Coverage through Mhultiple-Line Underwriting Today 
Catastrophe, Excess and Deductible Fire and Business Interruption Insurance 


\ 
While you're thinking about it, mail your reservation now to AMA headquarters 





INSURANCE WORKSHOP SEMINARS 


Last spring AMA held its first insurance workshop seminars. These 
small, informal meetings, where ideas, experiences, and answers 
are exchanged freely, became an immediate success. This fall in 
Chicago five more groups will be held. Registrations are limited, so 
write, phone or wire early. Seminar subjects are: 

IMPORTANT FACTORS IN TRANSPORTATION INSURANCE TODAY 


DETERMINING INSURABLE AMOUNTS AND ADEQUATE PROTECTION FOR BUSINESS 
INTERRUPTION LOSSES 


NEW DEVELOPMENTS AND SPECIAL PROBLEMS IN INSURANCE BUYING 

YOUR LIABILITY HAZARDS AND EXPOSURES 

ORGANIZATION OF A MODERN CORPORATE INSURANCE PROGRAM 
Knickerbocker Hotel, Chicago . November 13-14-15, 1950 


Make reservations today or write for information to: 
INSURANCE SEMINAR SECRETARY, at AMA Headquarters. 
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THE AMERICAN MANAGEMENT ASSOCIATION 


The American Management Association is composed of industrial and 
commercial companies and executives interested in modern management. 
The AMA makes no profit, does no lobbying, and advances no propaganda. 


Its interests are solely the solution of current business problems. 


Organization and Operation 


The AMA serves its members through eight divisions: Personnel, Office 
Management, Production, Markc.ing, Finance, Insurance, Packaging, and 
General Management. Each of these divisions is headed and directed by 
a man drafted from industry. 


Conferences 


Each of the eight AMA divi __ holds one or more conferences annually, 
where problems of timely ortance in its field are discussed. Printed 
conference proceedings go! § -™bers of the divisions concerned, In ad- 
dition, Tae Conrerence R: “TER, containing abstracts of the addresses, 
is sent promptly to conference registrants. 


Information and R« «arch 


The AMA Information and search Department places at the command 
of every member company a trained research staff on management prob- 
lems. In addition, the AMA maintains a modern, up-to-date library of 
management books and business publications. 


AMA Periodicals 


THe Manacement Review (monthly) contains digests of articles on man- 
agement appearing in over 400 publications, and brief reviews of current 
business books. It enables a busy man to survey all current topics of 
interest to him in less than 45 minutes. Personnet (bi-monthly) publishes 
articles on employee selection, training, compensation, and the like. 
ManaGemMentT News (monthly) presents news of current developments 
in the field of management and includes a summarized analysis of the 
forecasts of seven of the foremost business services. 





